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88th  CONGRESS 
2d  Session 


H.  R.  11865 


IN  THE  SENATE  OF  THE  UNITED  STATES 

September  3  (legislative  day,  September  1),  1964 
Ordered  to  be  printed  with  the  amendments  of  the  Senate  numbered 


To  increase  benefits  under  the  Federal  Old- Age,  Survivors,  and 
Disability  Insurance  System,  to  provide  child's  insurance 
benefits  beyond  age  18  while  in  school,  to  provide  widow's 
benefits  at  age  60  on  a  reduced  basis,  to  provide  benefits 
for  certain  individuals  not  otherwise  eligible  at  age  72,  to 
improve  the  actuarial  status  of  the  Trust  Funds,  to  extend 
coverage,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  (l)That  this  Aet  may  be  cited  as  the  "Social  Security 

4  Amendments  of  1964". 

5  TITLE  I— SOCIAL  SECURITY  AMENDMENTS 

6  Sec.  101.  This  title  may  be  cited  as  the  u  Social  Secu- 

7  rity  Amendments  of  1964!\ 

II 


1    (2)5  PERCENT  $7  INCREASE  IN  OLD-AGE,  SURVIVORS,  AND 


2  DISABILITY  INSURANCE  BENEFITS 

3  (3)Se<3t  £  Sec.  102.  (a)  Section  215(a)  of  the  Social 

4  Security  Act  is  amended  by  striking  out  the  table  and  insert- 

5  ing  in  lieu  thereof  the  following : 

6  (4)' 'TABLE     FOR     DETERMINING     PRIMARY  INSURANCE 

7  AMOUNT  ANB  MAXIMUM  FAMILY  BENEFITS 


"I 

m 

IV 

V 

(Primary  Insurance  benefit  under 
1939  Act,  as  modified) 

(Primary 
Insurance 

amount 
under  1958 

Act,  as 
modified) 

(Average  monthly  wage) 

(Primary 
Insurance 
amount) 

(Maximum 
family 
benefits) 

If  an  Individual's  primary  Insurance 

Or  bis  average  monthly 

And  the 

benefit  (as  determined  under 

wage  (as  determined  under 

maximum 

subsec.  (d))  is— 

subsec.  (b))  is— 

The  amount 

amount  of 

Or  bis  pri- 

referred 

benefits  pay- 
able (as  pro- 

mary Insur- 

to in  the 

ance  amount 

preceding 

vided  In  see. 

(as  deter- 

paragraphs 

203(a)) 

mined  under 

of  this 

on  the  basis 

At  least— 

But  not  more 

subsec. 

At  least— 

But  not 

subsection 

of  his  wages 

than— 

(O)  Is- 

more  than — 

shall  be — 

and  self- 
employment 
Income  shall 
be— 

$13.48 
14.00 

$40 
41 

$67 
69 

$42.00 
43.10 

$63.00 
64.70 

$13.49 

$68 

14. 01 

14.48 

42 

70 

70 

44.10 

66.20 

14.49 

15.00 

43 

71 

72 

45.30 

67.80 

15.01 

15.60 

44 

73 

74 

46.20 

69.30 

15.61 

16.20 

45 

75 

76 

47.30 

71.00 

16.  21 

16.84 

46 

77 

78 

48.30 

7X60 

16.86 

17.60 

47 

79 

80 

49.40 

74.10 

17.61 

18.40 

48 

81 

81 

60.40 

75.60 

18. 41 

19.24 

49 

82 

83 

61.50 

77.30 

19.26 

20.00 

50 

84 

86 

62.60 

78.80 

20.01 

20.64 

51 

86 

87 

53.60 

80.40 

20.66 

21.28 

62 

88 

89 

64.60 

81.90 

21,29 

21.88 

63 

90 

90 

68.70 

83.60 

21.89 

22.28 

64 

91 

92 

66.70 

86.10 

2X29 

22.68 

56 

93 

94 

67.80 

86.70 

22.69 

23.08 

56 

96 

96 

58.80 

8a  20 

23.09 

23.44 

57 

97 

97 

59.90 

89.90 

23.45 

23.76 

68 

98 

99 

60.90 

91.40 

23.77 

24.20 

69 

100 

101 

6X00 

93.00 

24.31 

24.60 

60 

103 

102 

63.00 

94.60 

24.61 

25.00 

61 

103 

104 

64. 10 

96.20 

35.01 

25.48 

62 

105 

108 

66. 10 

97.70 

25.49 

25.92 

63 

107 

107 

66.30 

99.30 

26.93 

26.40 

64 

108 

109 

67.20 

100.80 

26.41 

26.94 

66 

110 

113 

68.80 

10X60 

26.95 

27.46 

66 

114 

118 

60.30 

104.00 

27.47 

28.00 

67 

119 

122 

70.40 

105.60 

28.01 

28.68 

68 

123 

127 

71.40 

107.10 

28.69 

29.25 

69 

128 

132 

7X60 

108. 80 

29.26 

29.68 

70 

133 

136 

73.60 

110.30 

29.69 

30.36 

71 

137 

141 

74.60 

11X80 

30.37 

3a  92 

72 

142 

146 

75.60 

116.80 

30.93 

31.36 

73 

147 

160 

76.70 

120.00 

31.87 

32.00 

74 

151 

155 

77.70 

124.00 

32.01 

32.60 

76 

166 

160 

78.80 

128.00 

32.61 

33.20 

76 

161 

164 

79.80 

131.20 

"I 

(Primary  Insurance  benefit  under 
1939  Act,  as  modified) 

U 

(Primary 
lnsuranee 

amount 
under  1958 

Act,  at 
modified) 

m 

(Average  monthly  wage) 

IV 

(Primary 
Insurance 
amount) 

V 

(Maximum 
family 
benefits) 

If  an  Individual's  primary  Insurance 
benefit  (as  determined  under 
subseo.  (d))  Is — 

Or  his  pri- 
mary insur- 
ance amount 

(as  deter- 
mined under 
subseo. 
(o))is— 

Or  his  average  monthly 
wage  (as  determined  under 
subseo.  (b))  is — 

The  amount 
referred 
to  m  the 
preceding 
paragraphs 

of  this 
subsection 
shall  be — 

And  the 
maximum 
amount  of 
benefits  pay- 
able (as  pro- 
vided in  sec. 

203  (a)) 
on  the  basis 
of  his  wages 

and  self- 
employment 
Income  shall 
be— 

At  least— 

But  not  more 
than — 

At  least— 

But  not 
more  than — 

$33.21 

$33.88 

$77 

$165 

$169 

$80.90 

$136.  20 

33.89 

34.60 

78 

170 

174 

81.90 

139.  20 

34.51 

35.00 

79 

176 

178 

83. 00 

142.  40 

35.01 

35.80 

80 

179 

183 

84. 00 

146.40 

35.81 

38.40 

81 

184 

188 

85. 10 

150.  40 

36.41 

37.08 

82 

189 

193 

86. 10 

164.  40 

37.09 

37.60 

83 

194 

197 

87.20 

167. 60 

37.61 

38.20 

84 

198 

202 

88.  20 

161.  60 

38.21 

39.12 

85 

203 

207 

89.30 

165.  60 

39.13 

39.68 

86 

208 

211 

90.30 

168.  80 

39.69 

40.33 

87 

212 

21G 

91.40 

172.80 

40.34 

41.12 

88 

217 

221 

92  40 

176.  80 

41.13 

41.76 

89 

222 

225 

93.  60 

180.00 

41.77 

42.44 

90 

226 

230 

94.50 

184.00 

42.46 

43.20 

91 

231 

235 

96.60 

188.00 

43.21 

43.76 

92 

236 

239 

96.60 

191.20 

43.77 

44.44 

93 

240 

244 

97.70 

195.  20 

44.45 

44.88 

94 

246 

249 

98.70 

199.20 

44.89 

46.60 

95 

250 

263 

99.80 

202.  40 

96 

264 

258 

100.80 

206.  40 

97 

269 

263 

101.90 

210.40 

98 

264 

267 

102.90 

213.60 

99 

268 

272 

104.00 

217.60 

100 

273 

277 

105.00 

221.  60 

101 

278 

281 

106. 10 

224.80 

102 

282 

286 

107. 10 

228.80 

103 

287 

291 

108.20 

232.  80 

104 

292 

295 

109.  20 

236.  00 

105 

296 

300 

110.30 

240.00 

106 

301 

305 

111.30 

244.  00 

107 

306 

309 

112.  40 

247.  20 

10? 

310 

314 

113.40 

251.  20 

109 

316 

319 

114.  60 

254.00 

110 

320 

323 

116.60 

264.00 

111 

On 

116.  60 

254.00 

112 

329 

333 

117.60 

254.  00 

113 

334 

337 

118.70 

254.  80 

114 

338 

342 

119. 70 

256.80 

116 

343 

347 

120.80 

258.80 

116 

348 

361 

121.80 

260.  40 

117 

362 

356 

122.90 

262.  40 

118 

367 

361 

123.  90 

264.40 

119 

362 

366 

126.00 

266.  00 

120 

366 

370 

126.00 

268.  00 

121 

371 

375 

127. 10 

270.  00 

122 

376 

379 

128. 10 

271.  60 

123 

380 

384 

129.20 

273.  60 

124 

385 

389 

130.  20 

275.60 

126 

890 

393 

131.30 

277.20 

128 

394 

398 

132  30 

279  20 

127 

S99 

403 

13&40 

28L20 

464 

407 

134.40 

282.80 

408 

412 

135.40 

284.80 

413 

417 

136.40 

286.80 

418 

421 

137.40 

288.40 

422 

426 

138.40 

290.40 

427 

431 

139.40 

292.40 

432 

436 

140.40 

294.40 

437 

440 

141.40 

296.00 

441 

446 

142.40 

298.00 

446 

460 

143.40 

800.00" 

4 


"TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND  MAXIMUM  FAMILY 

BENEFITS 


"1 

II 

III 

IV 

V 

(Primary 

(Primary  insurance  benefit 

insurance 

\*  it  awry 

yiviU*Ll  fail  in 

under  1939  Act,  as  modified) 

amount  under 

(Average  monthly  wage) 

insurance 

family  benefits) 

1958  Act,  as 

amount) 

modified) 

If  an  individual's  primary  in- 

Or his  average  monthly  wage 

And  the  maxi- 

surance benefit  (as  determined 

(as  determined  under  sub- 

The  amount 

mum  amount  of 

under  subsec.  (d))  is — 

Or  his  primary 

sec.  (6))  is — 

referred  to  in 

benefits  payable 

the  preceding 

( n_Q  nrtwi/ifi/i  in 

amount  (as 

paraaraphs  of 

sec.  203(a))  on 

under  subsec. 

this  subsection 

the  basis  of  his 

But  not  more 

(c\\  is  

But  not  more 

shall  be — 

waQes  and  self- 

At  least — 

than — 

At  li.r.r.4 

At  least — 

than-~ 

e  77i  ploy  ment 

iTifCiTfif  9hnll  ht— 

913, 48 

$40 

--- 

ten 

$47 

$70. 50 

$18.  49 

14. 00 

At 

968 

69 

A8 

72.  00 

14. 01 

14. 48 

AS 

70 

70 

19 

73. 50 

14.  49 

16. 00 

IS 

71 

72 

60 

75. 00 

16.  01 

15. 60 

73 

74 

61 

76. 60 

15. 61 

16.  20 

A6 

75 

76 

62 

78. 00 

16.  SI 

16.  84 

Aft 

77 

78 

53 

79. 60 

16.  85 

17.  60 

A7 
4' 

79 

80 

5k 

81. 00 

17. 61 

18. 40 

A8 
AS 

81 

81 

55 

82. 60 

18.  41 

19.  24 

82 

83 

66 

84. 00 

19.  25 

20. 00 

50 

84 

86 

67 

86. 60 

BO.  01 

20. 64 

51 

86 

87 

68 

87. 00 

20. 65 

21. 28 

52 

88 

89 

59 

88. 50 

21.  29 

21. 88 

53 

90 

90 

60 

90. 00 

21.  89 

22.  28 

5L 

w4 

91 

92 

61 

91. 50 

22.  29 

22. 68 

55 

93 

94 

62 

93.  00 

22.  69 

23.  08 

56 

95 

96 

68 

94. 50 

23. 09 

23.44 

67 

97 

97 

6A 

96.  00 

28.  45 

28.  76 

58 

98 

99 

65 

97. 50 

28.  77 

24-  20 

59 

100 

101 

66 

99.  00 

24.  21 

24. 60 

60 

102 

102 

67 

100  50 

24.  61 

25. 00_ 

61 

103 

IO4 

68 

102. 00 

25.  01 

26. 43 

62 

106 

106 

69 

108.  50 

25.  49 

26.  92 

63 

107 

107 

70 

105  00 

26. 93 

26.  40 

6A 

108 

109 

71 

106. 60 

26.  41 

26.  94 

65 

110 

113 

72 

108. 00 

26.95 

27.  46 

66 

114 

118 

73 

109  50 

27. L7 

28. 00 

67 

119 

122 

111.  00 

28.  01 

28.  68 

68 

123 

127 

75 

119  Art 
HZ.  OU 

28. 69 

29.  25 

69 

128 

132 

76 

114  00 

Zif.  so 

29. 68 

70 

133 

136 

77 

11 R  Rfi 
HO.  OU 

29. 69 

on  00 
80.  oo 

71 

137 

141 

7ft 
1  0 

117  fill 
III.  L/C/ 

SO.  37 

80.  92 

72 

142 

146 

79 

118  60 

on  no 
30.  iJO 

31.  36 

73 

147 

160 

fin 

190  (Wl 

1  zu.  uu 

SI.  37 

82*  00 

7  A 
'4 

151 

166 

Oi 

19!  (V) 

32. 01 

82.  60 

75 

156 

160 

82 

128  00 

32. 61 

S3.  20 

76 

161 

164 

83 

131  20 

OO.  Zl 

OQ  OO 
OO.  Oo 

77 

165 

169 

135  20 

OO.  Ov7 

34-  50 

78 

170 

174 

86 

139.  20 

Of  IZI 

04. 01 

36. 00 

79 

175 

178 

86 

142  AO 

OO.  Ul 

35.  80 

80 

179 

183 

87 

146  AO 

35.  81 

36.  4O 

81 

184 

188 

88 

150.  40 

OO.  LI 

o/j  no 

Ol .  uts 

82 

189 

193 

89 

154.  AO 

87. 09 

37. 60 

83 

194 

197 

90 

167.  60 

37  61 

88  20 

8L 

198 

202 

91 

161  60 

38. 21 

89. 12 

85 

203 

207 

dm 

VZ 

irr  an 
100.  OU 

39. 13 

39. 68 

86 

208 

211 

no 
&Q 

1RQ  Of) 
10 O.  <su 

39.69 

40.  S3 

87 

212 

216 

Ol 

>J4 

179  Sin 
J  IX/.  oU 

40.84 

41-12 

88 

217 

221 

95 

176  80 

41.13 

41-76 

89 

222 

225 

96 

180  00 

41.77 

42-44 

90 

226 

230 

97 

I84. 00 

42.  45 

43.20 

91 

231 

235 

98 

188. 00 

43. 21 

43.76 

92 

236 

239 

99 

191. 20 

43. 77 

44-44 

93 

240 

244 

100 

195. 20 

44-46 

44-  88 

9A 

245 

249 

101 

199  20 

44-89 

45.60 

96 

260 

263 

102 

SOP  t.0 

96 

264 

268 

103 

ZUO.  qiJ 

97 

269 

263 

104 

210.  40 

98 

264 

267 

105 

213. 60 

99 

268 

272 

106 

217. 60 

100 

273 

277 

107 

221.60 

101 

278 

281 

108 

224. 80 

102 

282 

286 

109 

228.80 

103 

287 

291 

110 

232.80 

104 

292 

295 

111 

236.00 

105 

296 

300 

112 

240.00 

106 

301 

305 

113 

24I.OO 

107 

306 

309 

U4 

247. 20 

108 

310 

314 

115 

261.20 

109 

315 

319 

116 

264.00 

110 

320 

323 

117 

264.80 

111 

324 

328 

118 

266. 80 

lie 

329 

333 

119 

258.  80 
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"TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND  MAXIMUM  FAMILY 

BENEFITS— Continued 


"I 

(.Primary  insurance  benefit 
under  1939  Act,  as  modified) 

II 

(Primary 
insurance 
amount  under 
1968  Act,  as 
modified) 

in 

(Average  monthly  wage) 

IV 

(Primary 
insurance 
amount) 

V 

(Maximum 
tamily  benefits) 

If  an  individual's  primary  in- 
surance benefit  (as  determined 
under  subsec.  (d))  is — 

Or  his  primary 
insurance 
amount  (as 

under  subsec. 
(c))  is- 

Or  Ms  average  monthly  wage 
(as  determined  under  sub- 
sec. (b))  is — 

The  amount 
referred  to  in 
the  preceding 
paragraphs  of 
this  subsection 
shall  be — 

And  the  maxi- 
mum amount  of 
benefits  payable 
(as  provided  in 
sec.  203(a))  on 
the  basis  of  his 
wages  and  self- 
employment 
income  shall  be — 

At  least — 

But  not  more 
than— 

At  least — 

But  not  more 
than — 

HlS 

$334 

tss? 

$120 

1 260. 40 

114 

338 

342 

121 

262.  40 

115 

343 

347 

122 

264-40 

116 

348 

361 

123 

266.00 

117 

362 

366 

124 

268.00 

118 

367 

361 

126 

270.00 

119 

362 

365 

126 

271.60 

120 

366 

370 

127 

273.60 

ltt 

371 

376 

128 

276.60 

m 

376 

379 

129 

277.20 

m 

380 

384 
389 

130 

279.20 

124 

386 

131 

281.20 

m 

390 

393 

132 

282.80 

m 

394 

398 

133 

284.  SO 

m 

399 

403 

134 

288.80 

404 

407 

136 

288. 40 

408 

412 

136 

290.40 

413 

417 

137 

292. 40 

418 

421 

138 

294.00 

422 

426 

139 

296.00 

427 

431 

140 

298.00 

432 

436 

Hi 

300.00 

437 

440 

142 

301.60 

441 

446 

lJfl 

303.60 

446 

460 

144 

306.60 

461 

4U 

146 

307.20 

466 

469 

148 

309.20 

460 

4«4 

147 

311.20 

465 

466 

148 

312.00" 

1  (b)  Section  215  (c)  of  such  Act  is  amended  to  read  as 

2  follows : 

3  "Primary  Insurance  Amount  Under  1958  Act,  as  Modified 

4  "(c)  (1)  For  the  purposes  of  column  II  of  the  table 

5  appearing  in  subsection  (a)  of  this  section,  an  individual's 

6  primary  insurance  amount  shall  be  computed  as  provided  in, 

7  and  subject  to  the  limitations  specified  in,  (A)  this  section 

8  as  in  effect  prior  to  the  enactment  of  the  Social  Security 

9  Amendments  of  1964,  and  (B)  the  applicable  provisions 

10  of  the  Social  Security  Amendments  of  1960. 

11  "(2)  The  provisions  of  this  subsection  shall  be  appli- 

12  cable  only  in  the  case  of  an  individual — 

13  "  (A)  who  became  entitled  to  benefits  under  sec- 
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1  tion  202  (a)  or  section  223  prior  to  the  second  month 

2  following  the  month  in  which  the  Social  Security  Amend- 

3  ments  of  1964  are  enacted  or  who  died  prior  to  such 

4  second  month,  and 

5  "(B)  to  whom  neither  paragraph  (4)  nor  para- 

6  graph  (5)  of  subsection  (b)  is  applicable/* 

7  (c)  (1)  Paragraph  (2)  of  section  203  (a)  of  such  Act 

8  is  amended  to  read  as  follows : 

9  "  (2)  when  2  or  more  persons  were  entitled  (with- 

10  out  the  application  of  section  202  (j)  (1)  and  section 

11  223  (b) )  to  monthly  benefits  under  sections  202  and 

12  223  for  the  first  month  following  the  month  in  which  the 

13  Social  Security  Amendments  of  1964  are  enacted  on  the 

14  basis  of  the  wages  and  self-employment  income  of  such 

15  insured  individual,  such  total  of  benefits  shall  not  be 

16  reduced  to  less  than  the  larger  of — 

17  "  ( A)  the  amount  determined  under  this  subsec- 

18  tion  without  regard  to  this  paragraph,  or 

19  "  (B)  the  sum  of  the  amounts  derived  by  multi- 

20  ply^g  the  benefit  amount  (determined  under  this 

21  title  as  in  effect  prior  to  the  enactment  of  the  Social 

22  Security  Amendments  of  1964)  of  each  such  person 

23  for  the  month  specified  therein  by  105  percent 

24  and  raising  each  such  increased  amount,  if  it  is  not  a 

25  multiple  of  $0.10,  to  the  next  higher  multiple  of 

26  $0.10." 
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1  (2)  Paragraph  (3)  of  such  section  203  (a)  is  repealed. 

2  (d)  The  amendments  made  hy  this  section  shall  apply 

3  with  respect  to  monthly  benefits  under  title  II  of  the  Social 

4  Security  Act  for  months  after  the  first  month  following  the 

5  month  in  which  this  Act  is  enacted  and  with  respect  to  lump- 

6  sum  death  payments  under  such  title  in  the  case  of  deaths 

7  occurring  after  such  first  month. 

8  (e)  If  an  individual  was  entitled  to  a  disability  insurance 

9  benefit  under  section  223  of  the  Social  Security  Act  for  the 
10  first  month  following  the  month  in  which  this  Act  is  enacted 
H  and  became  entitled  to  old-age  insurance  benefits  under  sec- 

12  tion  202  (a)  of  such  Act,  or  died,  in  the  month  following 

13  such  first  month,  then,  for  purposes  of  section  215  (a)  (4) 

14  of  the  Social  Security  Act,  as  amended  by  this  Act,  the 

15  amount  in  column  IV  of  the  table  appearing  in  such  section 

16  215  (a)  for  such  individual  shall  be  the  amount  in  such 

17  column  on  the  line  on  which  in  column  II  appears  his 

18  primary  insurance  amount   (as  determined  under  section 

19  215  (c)  of  such  Act)  instead  of  the  amount  in  column  IV 

20  equal  to  his  disability  insurance  benefit. 

21  PAYMENT  OP  CHILD'S  INSURANCE  BENEFITS  AFTER  AT- 

22  TAINMENT   OF   AGE   EIGHTEEN   IN    CASE   OF  CHILD 

23  ATTENDING  SCHOOL 

24  (5)gEer     Sec.  103.  (a)  Section  202(d)  (1)  (B)  of  the 

25  Social  Security  Act  is  amended  by  striking  out  "either" 

26  before  "  (i) and  by  striking  out  "or  (ii) "  and  inserting  in 
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1  lieu  thereof       (ii)  was  a  full-time  student  and  had  not 

2  attained  the  age  of  twenty-two,  or  (iii)". 

3  (b)  (1)  So  much  of  the  first  sentence  of  section  202 

4  (d)  (1)    of  such  Act  as  follows  subparagraph    (0)  is 

5  amended  to  read  as  follows : 

6  "shall  be  entitled  to  a  child's  insurance  benefit  for  each 

7  month,  beginning  with  the  first  month  after  August  1950 

8  in  which  such  child  becomes  so  entitled  to  such  insurance 

9  benefits  and  ending  with  the  month  preceding  whichever 

10  of  the  following  first  occurs — 

11  "  (D)  the  month  in  which  such  child  dies,  marries, 

12  or  is  adopted  (except  for  adoption  by  a  stepparent, 

13  grandparent,  aunt,  or  uncle  subsequent  to  the  death  of 

14  such  fully  or  currently  insured  individual) , 

15  "(E)  in  the  case  of  a  child  who  is  not  under  a 

16  disability  (as  defined  in  section  223  (c) )  at  the  time 

17  he  attains  the  age  of  18  and  who  during  no  part  of 

18  the  month  in  which  he  attains  such  age  is  a  full-time 

19  student,  the  month  in  which  such  child  attains  the  age 

20  of  18, 

21  "  (F)  in  the  case  of  a  child  who  is  a  full-time  student 

22  during  the  month  in  which  he  attains  the  age  of  18,  the 

23  first  month  (beginning  after  he  attains  such  age)  dur- 

24  ing  no  part  of  which  he  is  a  full-time  student  or  the 

25  month  in  which  he  attains  the  age  of  22,  whichever 
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1  occurs  earlier,  but  only  if  in  the  third  month  preceding 

2  such  earlier  month  he  was  not  under  a  disability  (as 

3  so  defined)  which  began  before  he  attained  the  age  of 

4  18, 

5  "  (G)  in  the  case  of  a  child  who  first  becomes  en- 

6  titled  to  benefits  under  this  subsection  for  the  month  in 

7  which  he  attains  the  age  of  18  or  a  subsequent  month 

8  and  who  in  the  month  for  which  he  becomes  so  entitled 

9  is  not  under  a  disability  (as  so  denned)  which  began 

10  before  he  attained  the  age  of  18,  the  first  month 

11  (after  he  becomes  so  entitled)  during  no  part  of  which  he 

12  is  a  full-time  student  or  the  month  in  which  he  attains 

13  the  age  of  22,  whichever  occurs  earlier, 

14  "  (H)  in  the  case  of  a  child  who  after  he  attains 

15  the  age  of  18  ceases  to  be  under  a  disability  (as  so 

16  defined)  which  began  before  he  attained  the  age  of  18, 

17  and  who  either  (i)  attains  the  age  of  22  before  the  close 

18  of  the  third  month  following  the  month  in  which  he 

19  ceases  to  be  under  such  disability  or  (ii)  was  a  full-time 

20  student  during  no  part  of  such  third  month,  the  third 

21  month  following  the  month  in  which  he  ceases  to  be 

22  under  such  disability,  or 

23  "(I)  in  the  case  of  a  child  who  after  he  attains 

24  the  age  of  18  ceases  to  be  under  a  disability  (as  so 

25  defined)  which  began  before  he  attained  the  age  of  18, 
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1  but  who  has  not  attained  the  age  of  22  before  the  close 

2  of  the  third  month  following  the  month  in  which  he 

3  ceases  to  be  under  such  disability  and  is  a  full-time  stu- 

4  dent  in  such  third  month,  the  earlier  of  (i)  the  first 

5  month  (after  such  third  month)  during  no  part  of  which 

6  he  is  a  full-time  student,  or  (ii)  the  month  in  which  he 

7  attains  the  age  of  22." 

8  (2)    The  second  sentence  of  section  202(d)  (1)  of 

9  such  Act  is  repealed. 

10  (3)  Section  202(d)  of  such  Act  is  further  amended 

11  by  adding  at  the  end  thereof  the  following  new  paragraphs: 

12  "(7)  A  child  whose  entitlement  to  child's  insurance 

13  benefits  on  the  basis  of  the  wages  and  self-employment  in- 

14  come  of  an  insured  individual  terminated  with  the  month 

15  preceding  the  month  in  which  such  child  attained  the  age 

16  of  18,  or  with  a  subsequent  month,  may  again  become  en- 

17  titled  to  such  benefits  (provided  no  event  specified  in  para- 

18  graph   (1)  (D)   has  occurred)   beginning  with  the  first 

19  month  thereafter  in  which  he  is  a  full-time  student  and  has 

20  not  attained  the  age  of  22  if  he  has  filed  application  for  such 

21  reentitlement.    Such  reentitlement  shall  end  with  the  month 

22  preceding  whichever  of  the  following  first  occurs:  The  first 

23  month  during  no  part  of  which  he  is  a  full-time  student,  the 

24  month  in  which  he  attains  the  age  of  22,  or  the  first  month 

25  in  which  an  event  specified  in  paragraph  (1)  (D)  occurs. 

26  "  (8)  Eor  the  purposes  of  this  subsection — 
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1  "  (A)  A  'full-time  student'  is  an  individual  who 

2  is  in  full-time  attendance  as  a  student  at  an  educational 

3  institution,  as  determined  by  the  Secretary  (in  accord- 

4  ance  with  regulations  prescribed  by  him)  in  the  light 

5  of  the  standards  and  practices  of  the  institutions  in- 

6  volved,  except  that  no  individual  shall  be  considered  a 

7  'full-time  student'  if  he  is  paid  by  his  employer  while 

8  attending  an  educational  institution  at  the  request,  or 

9  pursuant  to  a  requirement,  of  his  employer. 

1°  "(B)  Except  to  the  extent  provided  in  such  regula- 

11  tions,  an  individual  shall  be  deemed  to  be  a  full-time 

12  student  during  any  period  of  nonattendance  at  an  educa- 

13  tional  institution  at  which  he  has  been  in  full-time  attend- 

14  ance  if  (i)  such  period  is  4  calendar  months  or  less 

15  and  (ii)  he  shows  to  the  satisfaction  of  the  Secretary 

16  that  he  intends  to  continue  to  be  in  full-time  attendance 

17  at  an  educational  institution  immediately  following  such 

18  period. 

19  "(C)  An  'educational  institution'  is  (i)  a  school 

20  or  college  or  university  operated  or  directly  supported 

21  by  the  United  States,  or  by  any  State  or  local  govern- 

22  ment  or  political  subdivision  thereof,  or  (ii)  a  school  or 

23  college  or  university  which  has  been  approved  by  a 

24  State  or  accredited  by  a  State-recognized  or  nationally- 

25  recognized  accrediting  agency  or  body,  or  (iii)  a  school 
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1  or  college  or  university  for  which  there  is  no  such  agency 

2  or  body  or  which  has  been  in  operation  an  insufficient 

3  period  of  time  for  such  approval  or  accreditation,  but 

4  which  is  approved  by  the  Secretary  in  accordance  with 

5  regulations  prescribed  by  him." 

6  (c)  (1)  Section  202  of  such  Act  is  amended  by  insert- 

7  ing  immediately  after  subsection   (r)   the  following  new 

8  subsection : 

9  "Child  Aged  18  or  Over  Attending  School 

10  "(s)  (1)  For  the  purposes  of  subsections  (b)  (1),  (g) 

11  (1),  (q)  (4),  and  (q)  (6)  of  this  section  and  paragraphs 

12  (2) ,  (3) ,  and  (4)  of  section  203  (c) ,  a  child  who  is  entitled 

13  to  child's  insurance  benefits  under  subsection  (d)  for  any 

14  month,  and  who  has  attained  the  age  of  18  but  is  not  in  such 

15  month  under  a  disability  (as  denned  in  section  223  (c)  ) 

16  which  began  before  he  attained  such  age,  shall  be  deemed 

17  not  entitled  to  such  benefits  for  such  month,  unless  he  was 

18  under  such  a  disability  in  the  third  month  before  such  month. 

19  "(2)  Subsection  (f)  (4),  and  so  much  of  subsections 

20  (d)  (6),  (e)  (4),  (g)  (4),  and  (h)  (4)  of  this  section  as 

21  precedes  the  semicolon,  shall  not  apply  in  the  case  of  any 

22  child  unless  such  child,  at  the  time  of  the  marriage  referred 

23  to  therein,  was  under  a  disability  (as  defined  in  section  223 

24  (c)  )  which  began  before  such  child  attained  the  age  of  18 

25  or  had  been  under  such  a  disability  in  the  third  month  before 

26  the  month  in  which  such  marriage  occurred. 
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1  "(3)  Subsections  (c)  (2)  (B)  and  (f)  (2)  (B)  of  this 

2  section,  so  much  of  subsections  (d)  (6),  (e)  (4),  (g)  (4), 

3  and    (h)  (4)    of  this  section  as  follows  the  semicolon, 

4  the  last  sentence  of  subsection  (c)  of  section  203,  subsection 

5  (f)  (1)  (C)  of  section  203,  and  subsections  (b)  (3)  (B), 

6  (o)  (6)  (B),  (f)  (3)  (B),  and  (g)  (6)  (B)  of  section  216 

7  shall  not  apply  in  the  case  of  any  child  with  respect  to  any 

8  month  referred  to  therein  unless  in  such  month  or  the  third 

9  month  prior  thereto  such  child  was  under  a  disability  (as 
10  defined  in  section  223  (c) )  which  began  before  such  child 
H  attained  the  age  of  18." 

12  (2)  So  much  of  subsection  (b)  (1)  of  such  section  202 

13  as  follows  subparagraph  (C)  is  amended  by  inserting  "  (sub- 

14  ject  to  subsection  (s) )  "  after  "shall". 

15  (3)  So  much  of  subsection  (c)  (2)  of  such  section  202 

16  as  precedes  subparagraph  (A)  is  amended  by  inserting 

17  "  (subject  to  subsection  (s) ) "  after  "shall". 

18  (4)  So  much  of  subsection  (d)  (6)  of  such  section  202 

19  as  follows  subparagraph  (B)  is  amended  by  inserting  "but 

20  subject  to  subsection  (s) "  after  "notwithstanding  the  pro- 

21  visions  of  paragraph  ( 1 ) ". 

22  (5)  So  much  of  subsection  (e)  (4)  of  such  section  202 

23  as  follows  subparagraph  (B)  is  amended  by  inserting  "but 

24  subject  to  subsection  (s)"  after  "notwithstanding  the  pro- 

25  visions  of  paragraph  (1)". 
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1  (6)  So  much  of  subsection  (f)  (2)  of  such  section  202 

2  as  precedes  subparagraph   (A)   is  amended  by  inserting 

3  "  (subject  to  subsection  (s) )  "  after  "shall", 

4  (7)  So  much  of  subsection  (f)  (4)  of  such  section  202 

5  as  follows  subparagraph  (B)  is  amended  by  inserting  "but 

6  subject  to  subsection  (s)"  after  "notwithstanding  the  pro- 

7  visions  of  paragraph  ( 1 )  ". 

8  (8)  So  much  of  the  first  sentence  of  subsection  (g)  (1) 

9  of  such  section  202  as  follows  subparagraph  (F)  is  amended 

10  by  inserting  "(subject  to  subsection  (s) )"  after  "shall". 

11  (9)  So  much  of  subsection  (g)  (4)  of  such  section  202 

12  as  follows  subparagraph  (B)  is  amended  by  inserting  "but 

13  subject  to  subsection  (s)  "  after  "notwithstanding  the  provi- 

14  sions  of  paragraph  ( 1 )  ". 

15  (10)  So  much  of  subsection  (h)  (4)  of  such  section  202 

16  as  follows  subparagraph  (B)  is  amended  by  inserting  "but 

17  subject  to  subsection  (s)  "  after  "notwithstanding  the  provi- 

18  sions  of  paragraph  ( 1 )  ". 

19  (11)  (A)  The  next  to  last  sentence  of  subsection  (c) 

20  of  section  203  of  such  Act  is  amended  by  striking  out  "for 

21  any  month  in  which"  and  inserting  in  lieu  thereof  "for  any 

22  month  in  which  paragraph  (1)  of  section  202  (s)  applies 

23  or". 

24  (B)  The  last  sentence  of  subsection  (c)  of  such  section 

25  203  is  amended  by  striking  out  "No"  and  inserting  in  lieu 
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1  thereof  "Subject  to  paragraph  (3)  of  such  section  202  (s), 

9  it 

«  no  . 

3  (12)  The  last  sentence  of  subsection  (f)  (1)  of  such 

4  section  203  is  amended  by  inserting  "but  subject  to  section 

5  202  (s) "  after  "Notwithstanding  the  preceding  provisions 

6  of  this  paragraph". 

7  (13)  Subsections  (b),  (c),  (f) ,  and  (g)  of  section  216 

8  of  such  Act  are  each  amended  by  inserting  before  the  period 

9  at  the  end  thereof  "  (subject,  however,  to  section  202  (s) )  ". 
10  (14)  Section  222  (b)  of  such  Act  is  amended  by  adding 
H  at  the  end  thereof  the  following  new  paragraph : 

12  "(4)  The  provisions  of  paragraph  (1)  shall  not  apply 

13  to  any  child  entitled  to  benefits  under  section  202  (d) ,  if  he 

14  has  attained  the  age  of  18  but  has  not  attained  the  age  of  22, 
1^  for  any  month  during  which  he  is  a  full-time  student  (as 

16  defined  and  determined  under  section  202  (d) ) 

17  (15)  Section  225  of  such  Act  is  amended  by  adding  at 

18  the  end  thereof  the  following  new  sentence:  "The  first  sen- 

19  tence  of  this  section  shall  not  apply  to  any  child  entitled  to 

20  benefits  under  section  202  (d) ,  if  he  has  attained  the  age  of 

21  18  but  has  not  attained  the  age  of  22,  for  any  month  during 

22  which  he  is  a  full-time  student  (as  defined  and  determined 

23  under  section  202  (d) ) ." 

24  (d)  (1)  The  amendments  made  by  this  section  shall 

25  apply  with  respect  to  monthly  insurance  benefits  under  sec- 
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1  tion  202  of  the  Social  Security  Act  for  months  after  (A)  the 

2  month  in  which  this  Act  is  enacted,  or  (B)  if  later,  August 

3  1964;  hut  only,  except  as  provided  in  paragraph  (2) ,  on  the 

4  hasis  of  an  application  filed  in  or  after  the  month  in  which 

5  this  Act  is  enacted. 

6  (2)  In  the  case  of  an  individual  who  was  entitled  (with- 

7  out  the  application  of  subsection  (j)  (1)  of  such  section 

8  202)  to  a  child's  insurance  benefit  under  subsection  (d)  of 

9  such  section  for  the  month  in  which  this  Act  is  enacted,  such 

10  amendments  shall  apply  with  respect  to  benefits  under  such 

11  section  202  for  months  after  the  month  in  which  this  Act  is 

12  enacted. 

13  REDUCED  BENEFITS  FOR  WIDOWS  AT  AGE  60 

14  (6)&EeT  4  Sec.  104.  (a)  (1)  Paragraph  (1)  (B)  of  sec- 

15  tion  202  (e)  of  the  Social  Security  Act  is  amended  by  strik- 

16  ing  out  "age  62"  and  inserting  in  lieu  thereof  "age  60". 

17  (2)  Paragraph  (2)  of  such  section  is  amended  by  strik- 

18  ing  out  "Such"  and  inserting  in  lieu  thereof  "Except  as 

19  provided  in  subsection  (q) ,  such". 

20  (b)(1)   Paragraph   (1)   of  section  202  (q)   of  such 

21  Act  is  amended  to  read  as  follows : 

22  "  ( 1 )  If  the  first  month  for  which  an  individual  is 

23  entitled  to  an  old-age,  wife's,  husband's,  or  widow's  insurance 

24  benefit  is  a  month  before  the  month  in  which  such  indi- 

25  vidua!  attains  retirement  age,  the  amount  of  such  benefit 
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1  for  each  month  shall,  subject  to  the  succeeding  paragraphs 

2  of  this  subsection,  be  reduced  by — 

3  "  (A)  5/9  of  1  percent  of  such  amount  if  such  bene- 

4  fit  is  an  old-age  or  widow's  insurance  benefit,  or  25/36 

5  of  1  percent  of  such  amount  if  such  benefit  is  a  wife's  or 

6  husband's  insurance  benefit,  multiplied  by 

7  "(B)  (i)  the  number  of  months  in  the  reduction 

8  period  for  such  benefit  (determined  under  paragraph 

9  (5) ),  if  such  benefit  is  for  a  month  before  the  month 
10  in  which  such  individual  attains  retirement  age,  or 

H  "  (ii)  the  number  of  months  in  the  adjusted  reduc- 

12  tion  period  for  such  benefit  (determined  under  para- 

13  graph  (6) ) ,  if  such  benefit  is  for  the  month  in  which 

14  such  individual  attains  retirement  age  or  for  any  month 

15  thereafter." 

16  (2)  Paragraph  (2)  (A)  of  such  section  is  amended — 

17  (A)  by  striking  out  "wife's  or  husband's  insurance 

18  benefit"  each  place  it  appears  and  inserting  in  lieu 

19  thereof  "wife's,  husband's,  or  widow's  insurance  bene- 

20  fit" ;  and 

21  (B)  by  striking  out  "age  62"  and  inserting  in  lieu 

22  thereof  "age  62  (in  the  case  of  a  wife's  or  husband's 

23  insurance  benefit)  or  age  60  (in  the  case  of  a  widow's 

24  insurance  benefit) ". 

25  (3)  Paragraph  (2)  (C)  of  such  section  is  amended  by 
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1  striking  out  "wife's  or  husband's"  and  inserting  in  lieu 

2  thereof  "wife's,  husband's,  or  widow's". 

3  (4)  Paragraph  (2)  (D)  of  such  section  is  amended  by 

4  striking  out  "wife's  or  husband's"  and  inserting  in  lieu 

5  thereof  "wife's,  husband's,  or  widow's". 

6  (5)  Paragraph   (2)   of  such  section  is  amended  by 

7  adding  at  the  end  thereof  the  following  new  subparagraph: 

8  "(E)  If  the  first  month  for  which  an  individual  is 

9  entitled  to  an  old-age  insurance  benefit  whether  (whether 

10  such  first  month  occurs  before,  with,  or  after  the  month  in 

11  which  such  individual  attains  the  age  of  65)  is  a  month  for 

12  which  such  individual  is  also  (or  would,  but  for  subsection 

13  (e)  (1),  be)   entitled  to  a  widow's  insurance  benefit  to 

14  which  such  individual  was  first  entitled  for  a  month  before 

15  she  attained  the  age  of  62,  then  such  old-age  insurance  benefit 

16  shall  be  reduced  by  whichever  of  the  following  is  the  larger: 
1?  "  (i)  the  amount  by  which  (but  for  this  subpara- 

18  graph)  such  old-age  insurance  benefit  would  have  been 

19  reduced  under  paragraph  ( 1 ) ,  or 

20  "  (ii)  the  amount  equal  to  the  sum  of  the  amount  by 

21  which  such  widow's  insurance  benefit  was  reduced  for 

22  the  month  in  which  such  individual  attained  the  age  of 

23  62  and  the  amount  by  which  such  old-age  insurance 

24  benefit  would  be  reduced  under  paragraph  (1)  if  it  were 

25  equal  to  the  excess  of  such  old-age  insurance  benefit 
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1  (before  reduction  under  this  subsection)    over  such 

2  widow's  insurance  benefit  (before  reduction  under  this 

3  subsection) ." 

4  (6)  Paragraph  (4)   of  such  section  is  amended  by 

5  adding  at  the  end  thereof  the  following  new  subparagraph: 

6  "(D)  No  widow's  insurance  benefit  for  a  month  in  which 

7  she  has  in  her  care  a  child  of  her  deceased  husband  entitled 

8  to  child's  insurance  benefits  shall  be  reduced  under  this  sub- 

9  section  below  the  amount  to  which  she  would  have  been  en- 
1°  titled  had  she  been  entitled  for  such  month  to  mother's  in- 
H  surance  benefits  on  the  basis  of  her  deceased  husband's  wages 

12  and  self-employment  income." 

13  (7)  Paragraph  (5)  of  such  section  is  amended — 

14  (A)  by  striking  out  "wife's,  or  husband's"  and  in- 

15  serting  in  lieu  thereof  "wife's,  husband's,  or  widow's"; 

16  (B)  by  striking  out  "or  husband's"  in  subparagraph 

17  (A)  (i)  and  inserting  in  lieu  thereof  ",  husband's,  or 

18  widow's";  and 

19  (C)  by  striking  out  "age  65"  in  subparagraph  (B) 

20  and  inserting  in  lieu  thereof  "retirement  age". 

21  (8)  Paragraph  (6)  of  such  section  is  amended — 

22  (A)  by  striking  out  "wife's,  or  husband's"  and  in- 

23  serting  in  lieu  thereof  "wife's,  husband's,  or  widow's"; 

24  and 

25  (B)  by  striking  out  "and"  at  the  end  of  subpara- 
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1  graph  (B) ,  by  striking  out  the  period  at  the  end  of  sub- 

2  paragraph  (C)  and  inserting  in  lieu  thereof     and",  and 

3  by  adding  at  the  end  thereof  the  following  new  subpara- 

4  graph : 

5  "  (D)  in  the  case  of  widow's  insurance  benefits,  any 

6  month  in  which  the  reduction  in  the  amount  of  such 

7  benefit  was  determined  under  paragraph  (4)  (D) ." 

8  (9)  Section  202  (q)  of  such  Act  is  further  amended 

9  by  adding  at  the  end  thereof  the  following  new  paragraph: 

10  "(8)  For  purposes  of  this  subsection,  the  term  'retire- 

11  ment  age'  means  age  65  with  respect  to  an  old-age,  wife's,  or 

12  husband's  insurance  benefit  and  age  62  with  respect  to  a 

13  widow's  insurance  benefit." 

14  (10)  The  heading  of  section  202  (q)  of  such  Act  is 

15  amended  by  striking  out  "or  Husband's"  and  inserting  in  lieu 

16  thereof  "Husband's,  or  Widow's". 

17  (c)  Section  223  (a)  (3)  of  such  Act  is  amended  to 

18  read  as  follows: 

19  "  (3)  If,  for  any  month  before  the  month  in  which  an 

20  individual  attains  age  65,  such  individual  is  entitled  to  an 

21  old-age,  husband's,  widow's,  widower's,  or  parent's  insurance 

22  benefit,  or  to  a  wife's  insurance  benefit  which  is  reduced  un- 

23  der  section  202  (q) ,  such  individual  may  not,  for  any  month 

24  after  the  first  month  for  which  such  individual  is  so  entitled, 

25  become  entitled  to  disability  insurance  benefits;  and  a  period 
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1  of  disability  may  not  begin  with  respect  to  such  individual 

2  in  any  month  after  such  first  month.' ' 

3  (d)  The  amendments  made  by  this  section  shall  apply 

4  with  respect  to  monthly  insurance  benefits  under  section  202 

5  of  the  Social  Security  Act  for  months  after  the  month  in 

6  which  this  Act  is  enacted,  but  only  on  the  basis  of  applica- 

7  tions  filed  in  or  after  the  month  in  which  this  Act  is 

8  enacted. 

9  TRANSITIONAL  INSURED  STATUS 

10  (7y&Eer  5  Sec.  105.  (a)  Title  II  of  the  Social  Security  Act 

11  is  further  amended  by  adding  at  the  end  thereof  the  following 

12  new  section: 

13  "transitional  insured  status 

14  "Sec.  226.   (a)   In  the  case  of  any  individual  who 

15  attains  the  age  of  72  but  who  does  not  meet  the  requirements 

16  of  section  214  (a) ,  the  6  quarters  of  coverage  referred  to  in 

17  so  much  of  paragraph  (1)  of  section  214(a)  as  follows 

18  clause  (C)   shall,  instead,  be  3  quarters  of  coverage  for 

19  purposes  of  determining  entitlement  of  such  individual  to 

20  benefits  under  subsection  (a)  of  section  202,  and  of  his 

21  wife  to  benefits  under  subsection  (b)  of  such  section,  but, 

22  in  the  case  of  such  wife,  only  if  she  attains  the  age  of  72 

23  before  1968  and  only  with  respect  to  wife's  insurance  benefits 

24  under  such  subsection  (b)  for  and  after  the  month  in  which 

25  she  attains  such  age.    For  each  month  before  the  month  in 
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1  which  any  such  individual  meets  the  requirements  of  section 

2  214  (a) ,  the  amount  of  his  old-age  insurance  benefit  shall, 

3  notwithstanding  the  provisions  of  section  202  (a) ,  be  $35 

4  and  the  amount  of  the  wife's  insurance  benefit  of  his  wife 

5  shall,  notwithstanding  the  provisions  of  section  202(b) 

6  (8>faed  seetien  202  (m) ) ,  be  $17.50. 

7  "  (b)  In  the  case  of  any  individual  who  has  died,  who 

8  does  not  meet  the  requirements  of  section  214  (a) ,  and  whose 

9  widow  attains  age  72  before  1968,  the  6  quarters  of  cover- 
1°  age  referred  to  in  paragraph  (3)  of  section  214(a)  and  in 

11  so  much  of  paragraph  (1)  thereof  as  follows  clause  (C) 

12  shall,  for  purposes  of  deteraiining  her  entitlement  to  widow's 

13  insurance  benefits  under  section  202  (e) ,  instead  be — 

14  "(1)  3  quarters  of  coverage  if  such  widow  attains 

15  the  age  of  72  in  or  before  1965, 

lg  "(2)4  quarters  of  coverage  if  such  widow  attains 

17  the  age  of  72  in  1966,  or 

18  "(3)  5  quarters  of  coverage  if  such  widow  attains 

19  the  age  of  72  in  1967. 

20  The  amount  of  her  widow's  insurance  benefit  for  each  month 

21  shall,  notwithstanding  the  provisions  of  section  202  (e)  (and 

22  section  202  (m) ) ,  be  $35. 

"(c)  In  the  case  of  any  individual  who  becomes,  or 

24  upon  filing  application  therefor  would  become,  entitled  to 

25  benefits  under  section  202  (a)  by  reason  of  the  application 


23 

1  of  subsection  (a)  of  this  section,  who  dies,  and  whose  widow 

2  attains  the  age  of  72  before  1968,  such  deceased  individual 

3  shall  be  deemed  to  meet  the  requirements  of  subsection  (b) 

4  of  this  section  for  purposes  of  determining  entitlement  of  such 

5  widow  to  widow's  insurance  benefits  under  section  (9)303 

6  Jfy- 202(e)  ." 

7  (b)   The  amendment  made  by  subsection   (a)  shall 

8  apply  in  the  case  of  monthly  benefits  under  title  II  of  the 

9  Social  Security  Act  for  and  after  the  second  month  follow- 
10  ing  the  month  in  which  this  Act  is  enacted  (10)on  the  basis 
H  of  applications  filed  in  or  after  the  month  in  which  this  Act 

12  is  enacted. 

13  COMPUTATION  AND  EECOMPUTATTON  OF  BENEFITS 

14  (H)gBe7  %  Sec.  106.  (a)   (1)  Subparagraph  (C)  of  sec- 

15  tion  215(b)  (2)  of  the  Social  Security  Act  is  amended  to 

16  read  as  follows: 

17  "(C)  For  purposes  of  subparagraph  (B) , 'computation 

18  base  years'  include  only  calendar  years  in  the  period  after 

19  1950  and  prior  to  the  earlier  of  the  following  years — 

20  "  (i)  the  year  in  which  occurred  (whether  by  rea- 

21  son  of  section  202  (j)  (1)  or  otherwise)  the  first  month 

22  for  which  the  individual  was  entitled  to  old-age  insur- 

23  ance  benefits,  or 

24  "  (ii)  the  year  succeeding  the  year  in  which  he 

25  died. 
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1  Any  calendar  year  all  of  which  is  included  in  a  period  of 

2  disability  shall  not  be  included  as  a  computation  base  year." 

3  (2)  Clauses  (A),  (B),  and  (0)  of  the  first  sentence 

4  of  section  215  (b)  (3)  of  such  Act  are  amended  to  read  as 

5  follows : 

6  "  (A)  in  the  case  of  a  woman,  the  year  in  which 

7  she  died  or,  if  it  occurred  earlier  but  after  1960,  the 

8  year  in  which  she  attained  age  62, 

9  "  (B)  in  the  case  of  a  man  who  has  died,  the  year 

10  in  which  he  died  or,  if  it  occurred  earlier  but  after 

11  1960,  the  year  in  which  he  attained  age  65,  or 

12  "  (C)  in  the  case  of  a  man  who  has  not  died,  the 

13  year  occurring  after  1960  in  which  he  attained  (or  would 

14  attain)  age  65." 

15  (3)  Paragraphs  (4)  and  (5)  of  section  215(b)  of 

16  such  Act  are  amended  to  read  as  follows: 

17  "  (4)  The  provisions  of  this  subsection  shall  be  applicable 

18  only  in  the  case  of  an  individual — 

19  "  (A)  who  becomes  entitled  after  December  1964  to 

20  benefits  under  section  202  (a)  or  section  223;  or 

21  "  (B)  who  dies  after  December  1964  without  being 

22  entitled  to  benefits  under  section  202'  (a)  or  section  223; 

23  or 

24  "(C)  whose  primary  insurance  amount  is  required 

25  to  be  recomputed  under  subsection  (f)  (2) ,  as  amended 

26  by  the  Social  Security  Amendments  of  1964. 
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1  "  (5)  In  the  case  of  an  individual — 

2  "  (A)  to  whom  the  provisions  of  this  subsection  are 

3  not  made  applicable  by  paragraph  (4)  ,  but  who,  after 

4  the  first  month  following  the  month  in  which  the  Social 

5  Security  Amendments  of  1964  are  enacted  and  prior  to 

6  1965,  met  the  requirements  of  this  paragraph  or  para- 

7  graph  (4) ,  as  in  effect  prior  to  the  enactment  of  the 

8  Social  Security  Amendments  of  1964,  or 

9  "  (B)  who  becomes  entitled  after  1964  to  a  recom- 
1°  putation  under  section  102(f)  (2)  (B)  of  the  Social 
H  Security  Amendments  of  1954, 

12  the  provisions  of  this  subsection,  as  in  effect  prior  to  such 

13  enactment,  shall  apply  to  such  individual  for  the  purposes 

14  of  column  III  of  the  table  appearing  in  subsection  (a)  of 

15  this  section." 

16  (b)(1)  Subparagraph  (A)  of  section  215  (d)  (1)  of 
1^  such  Act  is  amended  by  striking  out  "(2)  (C)  (i)  and  (3) 

18  (A)  (i)  "  and  inserting  in  lieu  thereof  "  (2)  (C)  and  (3) ", 

19  by  striking  out  "December  31,  1936,"  and  inserting  in  lieu 

20  thereof  "1936",  and  by  striking  out  "December  31,  1950" 

21  and  inserting  in  lieu  thereof  "1950". 

22  (2)  Section  215(d)  (3)  of  such  Act  is  amended  by 

23  striking  out  "1960"  and  inserting  in  lieu  thereof  "1964" 
2^  and  by  striking  out  "but  without  regard  to  whether  such 
2^  individual  has  six  quarters  of  coverage  after  1950". 
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1  (c)  Section  215  (e)  of  such  Act  is  amended  by  insert- 

2  ing  "and"  after  the  semicolon  at  the  end  of  paragraph  ( 1 ) , 

3  hy  striking  out  ";  and"  at  the  end  of  paragraph  (2)  and 

4  inserting  in  lieu  thereof  a  period,  and  by  striking  out  para- 

5  graph  (3). 

6  (d)  (1)  Paragraph  (2)  of  section  215(f)  of  such  Act 

7  is  amended  to  read  as  follows : 

8  "  (2)  With  respect  to  each  year — 

9  "  (A)  which  begins  after  December  31,  1963,  and 

10  "  (B)  for  any  part  of  which  an  individual  is  en- 

11  titled  to  old-age  insurance  benefits, 

12  the  Secretary  shall,  at  such  time  or  times  and  within  such 

13  period  as  he  may  by  regulations  prescribe,  recompute  the 

14  primary  insurance  amount  of  such  individual.    Such  re- 

15  computation  shall  be  made— 

16  "  (0)  as  provided  in  subsection  (a)   (1)  and  (3) 

17  if  such  year  is  either  the  year  in  which  he  became  en- 

18  titled  to  such  old-age  insurance  benefits  or  the  year  pre- 

19  ceding  such  year,  or 

20  "  (D)  as  provided  in  subsection  (a)  (1)  in  any 

21  other  case; 

22  and  in  all  cases  such  recomputation  shall  be  made  as  though 

23  the  year  with  respect  to  which  such  recomputation  is  made 

24  is  the  last  year  of  the  period  specified  in  paragraph  (2)  (C) 

25  of  subsection  (b) .   A  recomputation  under  this  paragraph 

26  with  respect  to  any  year  shall  be  effective— 
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1  "  (E)  in  the  case  of  an  individual  who  did  not  die 

2  in  such  year,  for  monthly  benefits  beginning  with  bene- 

3  fits  for  January  of  the  following  year;  or 

4  "  (F)  in  the  case  of  an  individual  who  died  in  such 

5  year  (including  any  individual  whose  increase  in  his 

6  primary  insurance  amount  is  attributable  to  compensa- 

7  tion  which,  upon  his  death,  is  treated  as  remuneration 

8  for  employment  under  section  205  (o) ) ,  for  monthly 

9  benefits  beginning  with  benefits  for  the  month  in  which 

10  he  died." 

11  (2)  Effective  January  2,  1965,  paragraphs  (3),  (4), 

12  and  (7)  of  such  section  are  repealed,  and  paragraphs  (5) 

13  and  (6)  of  such  section  are  redesignated  as  paragraphs  (3) 

14  and  (4) ,  respectively. 

15  (e)  (1)  The  first  sentence  of  section  223(a)  (2)  of 

16  such  Act  is  amended  by  inserting  before  the  period  at  the 

17  end  thereof  "and  was  entitled  to  an  old-age  insurance  benefit 

18  for  each  month  for  which  (pursuant  to  subsection  (b) )  he 

19  was  entitled  to  a  disability  insurance  benefit". 

20  (2)  The  last  sentence  of  section  223  (a)  (2)  of  such 

21  Act  is  amended  by  striking  out  "first  year"  and  inserting 

22  in  lieu  thereof  "year";  by  striking  out  the  phrase  "both  was 

23  fully  insured  and  had"  both  times  it  appears  in  such 

24  sentence. 

25  (f)  (1)  The  amendments  made  by  subsection  (e}  shall 
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1  apply  only  to  individuals  who  become  entitled  to  old-age 

2  insurance  benefits  under  section  202  (a)    of  the  Social 

3  Security  Act  after  1964. 

4  (12)-(S)-  Any  individual   who   would,   upon   filing  an 

5  application  en  January-  4y  1965,  be  entitled  te  a  rccomputa 

6  tion  of  bis  primary  insurance  amount  fog  purposes  ef  title  S 

7  ef  the  Seeial  Security  Aet  sfeaH  be  deemed  to  have  filed  seek 

8  application  en  January  4?  1965. 

9  (2)  Any  individual  who  would,  upon  filing  an  applica- 
19  tion  prior  to  January  2,  1965,  be  entitled  to  a  recomputation 
H  of  his  benefit  amount  for  purposes  of  title  II  of  the  Social 

12  Security  Act  shall  be  deemed  to  have  filed  such  application 

13  on  the  earliest  date  on  which  such  application  could  have 

14  been  filed,  or  on  the  day  on  which  this  Act  is  enacted,  which- 

15  ever  is  the  later. 

16  (3)  In  the  case  of  an  individual  who  died  after  1960 

17  and  prior  to  1965  and  who  was  entitled  to  old-age  insurance 

18  benefits  under  section  202  (a)  of  the  Social  Security  Act  at 

19  the  time  of  his  death,  the  provisions  of  section  215  (f)  (4) 

20  of  such  Act  as  in  effect  before  the  enactment  of  this  Act 

21  shall  apply. 

22  (4)  In  the  case  of  a  man  who  attains  age  65  prior  to 

23  1965,  or  dies  before  such  year,  the  provisions  of  section 

24  215  (f)  (7)  of  the  Social  Security  Act  as  in  effect  before 

25  the  enactment  of  this  Act  shall  apply. 
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X  (5)  The  amendments  made  by  subsection  (e)  of  this 

2  section  shall  apply  in  the  case  of  individuals  who  become 

3  entitled  to  disability  insurance  benefits  under  section  223  of 

4  the  Social  Security  Act  after  December  1964. 

5  (6)  Section  303  (g)  (1)  of  the  Social  Security  Amend- 

6  ments  of  1960  is  amended— 

7  (A)  by  striking  out  "notwithstanding  the  amend- 

8  ments  made  by  the  preceding  subsections  of  this  sec- 

9  tion,"  in  the  first  sentence  and  inserting  in  lieu  thereof 

10  "notwithstanding  the  amendments  made  by  the  preced- 

11  ing  subsections  of  this  section,  or  the  amendments 

12  made  by  section  0^)6  106  of  the  Social  Security 

13  Amendments  of  1964,";  and 

14  (B)  by  striking  out  "Social  Security  Amendments 

15  of  I960,"  in  the  second  sentence  and  inserting  in 

16  lieu  thereof  "Social  Security  Amendments  of  1960,  or 

17  (if  such  individual  becomes  entitled  to  old-age  insurance 

18  benefits  after  1964,  or  dies  after  1964  without  becoming 

19  so  entitled)  as  amended  by  the  Social  Security  Amend- 

20  ments  of  1964,". 

21  IMPROVEMENT  OF  ACTUARIAL  STATUS  OP  DISABILITY 

22  INSURANCE  TRUST  FUND 

23  (14)Sec  £  Sec,  107.  (a)  Section  201  (b)  (1)  of  the  Social 

24  Security  Act  is  amended  by  inserting  "and  before  January 

25  1,  1965,"  after  "December  31,  1956,",  and  by  inserting 
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1  after  "1954,"  the  following:  "and  (15)Qr6§  0.67  of  1  per 

2  centum  of  such  wages  paid  after  December  31,  1964,  and  so 

3  reported,". 

4  (b)  Section  201(b)  (2)  of  such  Act  is  amended  by 

5  inserting  after  "December  31,  1956,"  the  following:  "and 

6  before  January  1,  1965,  and  (16)0^825  0.5025  of  1  per 

7  centum  of  the  amount  of  such  self-employment  income  so 

8  reported  for  any  taxable  year  beginning  after  December  31, 

9  1964/'. 

10  (17)OOVEItAGE  FOR  BOO  TORS  OP  MEDICINE 

11  gEOr  $r  (a)  (1)    Section   211(c)  (5)    ef  the  geeial 

12  Security  Aet  is  amended  to  read  as  follows : 

13  -  (5)  ¥he  performance  ef  service  by  an  individual 

14  in  the  exercise  of  his  profession  as  a  Christian  Science 

15  practitioner." 

16  -{&)-  Section  211  (c)  of  sueh  Aet  is  further  amended  by 

17  striking  out  the  last  two  sentences  aaad  inserting  is  hen 

18  thereof  the  following :  "The  provisions  ef  paragraph  -f4f  er 

19  -f§}-  shall  net  apply  to  service   (other  than  service  per- 

20  formed  by  a  member  ef  a  religious  order  who  has  taken  a 

21  vow  ef  poverty  as  a  member  ef  sueh  order)  performed  by 

22  a»  individual  during  the  period  for  which  a  certificate  filed 

23  by  him  under  section  1102  (c)   ef  the  Internal  Revenue 

24  Oede  ef  4054  is  in  effect." 

25  -f3f  Section    210(a)  (6)  (C)  (ivf    ef    sueh    Aet  is 
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1  amended  by  inserting  before  the  semicolon  at  the  end  thereof 

2  the  following :  ~  ether  than  as  a  medical  of  dental  intern  or  ft 

3  medical  or  dental  resident  in  training" . 

4  -f4f  Section  210(a)  (13)  of  snob  Aet  is  amended  by 

5  striking  oat  ah  that  follows  the  feet  semicolon. 

6  (b)  (1)  Section  1102(c)  (5)   of  the  Internal  &eve- 

7  nue  Code  of  1954  (relating  to  definition  of  trade  or  busi 

8  ncss)  is  amended  to  read  as  follows: 

9  -  (5)  the  performance  of  service  by  an  individual 

10  m  the  exercise  of  his  profession  as  a  Christian  Science 

11  practitioner.  - 

12  -(£)-  Section  1102  (c)  of  mek  Cede  is  further  amended 

13  by  striking  out  the  last  two  sentences  and  inserting  in  heu 

14  thereof  the  following :  "The  provisions  of  paragraph  -f4f  or 

15  shall  not  apply  to  service  (other  than  service  performed 

16  by  a  member  of  a  religious  order  who  has  taken  a  vow  of 

17  poverty  as  a  member  of  sueb  order)  performed  by  an  indi 

18  vidual  during  the  period  for  which  a  certificate  filed  by  hhn 

19  under  subsection  -(e)-  is  in  effect." 

20  (3)  (A)  Section  1102(e)  (1)  of  sneh  Cede  (relating  to 

21  filing  of  waiver  certificate  by  ministers,  members  of  religious 

22  orders,  and  Christian  Science  practitioners)  is  amended  by 

23  striking  out  "extended  to  service**  and  all  that  follows  and 

24  inserting  in  Ken  thereof  "extended  to  service  described  in 

25  subsection  (c)  (1)  or  (o)  (5)  performed  by  him." 
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1  -fdBf  Clause  -fAf  ef  section  1102(c)  (2)  el  sueh  €ede 

2  (relating  te  time  fer  filing  waiver  certificate)  is  amended  te 

3  read  as  follows :  -  (A)  tfee  due  date  el  tfee  return  (including 

4  ft«y  extension  thereof)  for  Ms  second  taxable  year  ending 
o  after  1951  for  wrhich  fee  feas  net  earnings  from  self  employ 

6  mcnt  (computed  without  regard  te  subsections  (c)  (1)  and 

7  (c)  (5) )  ef  $100  er  mere^  any  part  ef  which  was  derived 

8  from  the  performance  ef  service  described  m  subsection 

9  (c)  (4f  eg -fcH^h 

10  -f4f  Section  3121(b)  (6)  (C)  (iv)  ef  suefe  Gede  -(*e- 
H  lating  te  definition  ef  employment)  is  amended  by  inserting 
12  before  the  semicolon  at  tfee  end  thereof  the  following :  other 
1^  than  as  a  medical  er  dental  intern  er  a  medical  er  dental 

11  resident  in  training". 

15  -(#)-  Section  3121  (b)  (13)-  ef  suefe  €ede  is  amended 

16  by  striking  out  aH  that  follows  the  first  semicolon. 

17  -(e)-  ¥fee  amendments  made  by  paragraphs  -f4f  and 

18  -(2-)-  ef  subsection  -{a^  and  by  paragraphs  (1) ,  (2) ,  and 
Is  -f3f  ef  subsection  -ity-,  sfeaH  apply  only  with  respect  te 

20  taxable  yefvrs  ending  after  December  S+j  1961.    ¥fee  amend 

21  mcnts  made  by  paragraphs  -{%)-  and  -(4)-  ef  subsection  -(a)^ 

22  and  by  paragraphs  -(4-)-  and  ef  subsection  -(b^  shall 

23  apply  enly  with  respect  te  services  performed  after  1961. 

24  (18)C0VEBAQE  OP 

25  gEOr  9t  (a)  (1)  Seetien  200  ef  tfee  Seeial  Security  Aet 

26  is  amended  by  striking  eut  ^^er^  at  tfee  end  ef  subsection 
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1  -fi)-7  by  striking  ent  the  period  at  the  end  of  subsection  -(j) 

2  a«d  inserting  »  liea  thereof  ~  er^-  and  fey  adding  immc 

3  diatcly  after  subsection  -fj)-  the  following  new  subsection : 

4  ^-^-fk)  (1)  ¥ips  paid  m  any  medium  other  than  cash; 

5  "  (2)  Cash  tips  received  by  an-  cmplo3ree  in  any  cal- 

uiiu.cH   iiiun tn  iti  tiiu  lulu ot7  vtt  in o  im pit? v txitJn l   uy   trtx  i* i 1 i 

^  ployer  unless  the  amount  of  sneh  eash  tips  is  $20  or-  more." 
8  -fS)-  Section  209  of  sneh  Aft  is  further  amended  by 
^    adding  at  tbe  end  thereof  the  following  new  paragraph : 

10  "For  purposes  of  this  titley  tips  received  by  an  employee 
m  the  course  of  his  employment,-  en  his  ow  n  behalf  and  not 

1/5    es  behalf  of  another  shall  be  considered  rcmunera- 

13  tien  for  employment,  whether  such  tips  are  received  by  the 

14  employee  directly  from  a  person  other  than  his  employer 
Of  fire  paid  over  to  the  employee  by  his  employer.  Such 

1®  tips  shall  be  deemed  to  be  paid  te  the  employee  by  the 

1"  employer,  an4  shall  be  deemed  te  be  se  paid  at  the  time  a 

1"  written:  statement  including  sueh  tips  is  furnished  te  the 

19  employer  pursuant  to  section  6053  of  the  Internal  Revenue 

20  Code  of  1951  or  -(if  se  statement  including  seeh  tips  is  so 

21  furnished)  at  the  close  of  the  10th  day  following  the  calcn 

22  da*  month  m  which  they  were  received." 

23  (b)  (1)  Section  MOS  of  the  Internal  Revenue  €ede  of 

24  1951  (relating  to  deduction  of  tax  from  wages)  is  amended 

25  by  adding  at  the  end  thereof  the  following  new  subsection : 

H.R.  11865— —2 


34 

1  ^(ef  Special  Rule  ¥<m  Tits. — Is  the  ease  ef  tips 

2  which  constitute  wages,  subsection  -(af  shall  he  applicable 

3  esly  te  sueh  tips  included  is  a  written  statement 

4  furnished  to  the  employer  pursuant  te  section  6053,  and 

5  esly  te  the  extent  that  collection  ean  he  made  by  the 

6  employer,  at  of  after  the  time  sueh  statement  is  so  furnished 

7  and  before  the  close  ef  the  10th  say  following  the  calendar 

8  month  in  which  the  tips  were  received,  by  deducting  the 

9  amount  ef  the  tax  from  sueh  wages  ef  the  employee  (ex- 

10  elusive  ef  tipsy  hut  including  funds  turned  ever  by  the  cm  ■ 

11  ployec  te  the  employer  fer-  the  purpose  ef  sueh  deduction) 

12  as  are  under  control  ef  the  employer." 

13  -(3)-  Section  3121  (a)  ef  sueh  Code  (relating  te  the 

14  definition  ef  wages  under  the  Federal  Insurance  Qontribu 

15  tiess  Act)  is  amended  by  striking  out  V  at  the  end  ef 

16  paragraph  -(O)-?  by  striking  out  the  period  at  the  end  ef 

17  paragraph  (10)  asd  inserting  is  heu  thereof  —  er^  and 

18  by  adding  after  paragraph  (10)  the  following  new  para 

19  graph: 

20  "(11)  (A)  tips  paid  ift  &ny  medium  ether  than 

21  cash; 

22  ii-fSf  eash  tips  received  by  as  employee  3ft  &fty 

23  calendar  month  is  the  course  ef  his  employment  by  as 

24  employer  unless  the  amount  ef  sueh  eash  tips  is  $3A 

25  er  more." 

26  -f3f  Section  3121  ef  sueh  Code  is  further  amended  by 

27  adding  at  the  esd  thereof  the  following  sew  subsection : 
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1  "  (q)  Tits. — Tips  received  fey  an  employee  is  fee 

2  el  his  employment,  eft  his  ewft  behalf  ftftd  net  e»  behalf  ef 

3  another  person,  shall  fee  considered  remuneration  for  employ 

4  mcnt,  whether  sues  tips  are  received  fey  the  employee  di- 

5  rcctly  from  a  person  other  than  his  employer  er  are  paid  ever 

6  te  the  employee  fey  his  employer.  Such  tips  shall  fee  deemed 

7  te  fee  paid  te  the  employee  fey  the  employer,  and  shall  fee 

8  deemed  te  fee  se  paid  at  the  time  a  written  statement  ifl- 

9  eluding  such  tips  is  furnished  te  the  employer  pursuant  te 

10  section  6053  er  -(if  se  statement  including  sueh  tips  is  se 

11  furnished)  at  the  close  ef  the  10th  day  following  fee  calcn 

12  dftr  month  in  which  they  were  received/' 

13  (c)  (1)  Section  6051  (a)  ef  Stteh  Code  (relating  te  re- 

14  ccipts  for  employees)  is  amended  fey  adding  at  the  end 

15  thereof  the  following  new  sentence :         the  ease  ef  tips 

16  received  fey  an  employee  in  fee  course  ef  his  employment, 

17  fee  amounts  required  te  fee  shown  fey  paragraph  -(#)-  shall 

18  include  only  sueh  tips  reported  fey  fee  employee  te  the 

19  employer  pursuant  te  section  6053/' 

20  (2)  (A)  Subpart  G  ef  part  HI  ef  subchapter  A  ef 

21  chapter  &i  ef  sueh  Code  (relating  te  information  regarding 

22  wages  paid  employees)  is  amended  fey  adding  at  fee  end 

23  thereof  the  following  new  section : 

24  "SEC.  6053,  REPORTING  OF  TIPS, 

25  "Every  employee,  whe  in  fee  course  ef  his  employment 

26  fey  aft  employer,  receives  ift  any  calendar  month  tips  which 

27  are  wages  as  defined  in  section  3121  (a)  skS  report  aft 
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1  sueh  tips  ift  one  er  more  written  atatcmcnta  famished  te  bis 

2  employer.    3?er  purpooca  ef  acctiona  3111,  6051  (a) ,  and 

3  6652  (c) ,  tips  received  m  any  calendar  month  shall  he  een- 

4  aidcrcd  reported  pursuant  te  this  acction  only  if  they  are  in- 

5  eluded  hi  such  a  atatcmcnt  furnished  to  the  employer  o  n  or* 

6  before  the  10th  day  following  such  month  and  only  to  the 

7  extent  feat  fee  tax  impoacd  with  respect  to  such  tips  hy  see- 

8  tien  3101  ean  he  eeHeeted  hy  fee  employer  under  section 

9  3102.    Such  atatcmcnts  shall  he  furnished  hy  fee  employee 

10  under  such  regulations,  at  such  other  times  before  sueh  10th 

11  day?  and  in  such  form  and  manner,  as  may  be  proscribed  hy 

12  fee  Secretary  or  his  delegate/' 

13  The  table  ef  sections  for  sueh  subpart  G  is  amended 

14  by  adding  at  the  end  thereof  fee  following : 

^geer         Reporting  e4  feipe^ 

15  -(&)-  Section  6652  of  sueh  Gede  (relating  to  failure  to 

16  file  certain  information  returns)  is  amended  by  redcaignat 

17  mg  subsection  -(e)-  as  subsection  -(d)-  and  by  inserting  after 

18  subsection  -(b)-  the  following  new  subsection : 

19  ^(ef  Failure  ¥e  Report  Tits. — In  fee  ease  of  tips 

20  to  which  fee  first  sentence  of  section  6053  is  applicable,  if 

21  fee  employee  fails  to  report  any  of  sueh  tips  to  fee  employer 

22  pursuant  te  such  section,  unless  it  is  shown  feat  sueh  failure 

23  is  due  to  reasonable  cause  and  net  due  to  willful  neglect, 

24  there  shall  be  paid  by  fee  employ  ecT  in  addition  te  the  tax 
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1  imposed  by  section  3101  with  respect  to  the  amount  of  the 

2  tips  which  he  so  failed  to  report,  as  amount  equal  to  sueh 

3  tax^ 

4  -(d)-  Section  3111  of  sueh  Code  (relating  to  rate  of  tax 

5  on  employers  under  the  Federal  Insurance  Gontributions 

6  Act) ,  as  amended  by  section  4£  of  this  AetT  is  amended  by 

7  adding  at  the  end  thereof  (after  and  below  paragraph  (1) ) 

8  the  following  now  sentence : 

9  ^In  tho  easo  of  tips  which  eonsti-tute  wages,  the  tax  kn- 

10  posed  by  this  section  shall  be  applicable  only  to  sueh  tips 

11  as  are  reported  by  the  employee  to  the  taxpayer  pursuant 

12  to  section  6063t^ 

13  -(e)-  ¥he  second  sentence  of  section  3102  (a)  of  sueh 

14  Code  (relating  to  requirement  of  deduction)  is  amended  by 
V>  inserting  before  the  period  at  the  end  thereof  the  following : 

16  %  and  an  employer  who  is  furnished  by  an  employee  a 

17  written  statement  of  tips  (received  in  a  calendar  month)  to 
1^  which  paragraph  (11)  (B)  of  section  3121  (a)  is  applica 

19  ble  may  deduct  an  amount  equivalent  to  sueh  tax  with  re- 

20  spect  to  sueh  tips  from  any  wages  of  the  employee  (exclusive 

21  of  tips)  under  his  control,  even  though  at  the  time  sueh 

22  statement  is  furnished  the  total  amount  of  the  tips  so  reported 
2^  by  the  employee  as  received  in  sueh  calendar  month  in  the 
2^  course  of  his  employment  by  sueh  employer  is  less  than 
25  $20^ 
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1  -(f)-  3rhe  amendments  made  fey  this  section  shall  apply 

2  efily  with  rcapcct  to  tips  received  fey  employees  after  4-&64r 

3  GROSS  INCOME  OP  EAEMEES 

4  (19)SeCt  iO  Sec.  108.  (a)  The  second  sentence  following 

5  paragraph  (8)  in  section  211  (a)  of  the  Social  Security  Act 

6  is  amended  fey  striking  out  "$1,800"  each  place  it  appears 

7  and  inserting  in  lieu  thereof  "$2,400",  and  by  striking  out 

8  "$1,200"  each  place  it  appears  and  inserting  in  lieu  thereof 

9  "$1,600". 

1°  (b)  The  second  sentence  following  paragraph  (9)  in 

11  section  1402(a)  of  the  Internal  Revenue  Code  of  1954 

12  (relating  to  net  earnings  from  self-employment)  is  amended 

13  by  striking  out  "$1,800"  each  place  it  appears  and  inserting 

14  in  lieu  thereof  "$2,400",  and  by  striking  out  "$1,200"  each 

15  place  it  appears  and  inserting  in  lieu  thereof  "$1,600". 

16  (c)  The  amendments  made  by  this  section  shall  apply 

17  only  with  respect  to  taxable  years  beginning  after  Decem- 

18  ber  31,  1964. 

19  (20)ELIMINATION  OP  PROIUDITION  AGAINST  COVERAGE  ©3? 

20  POLICEMEN  ANB  FIREMEN 

21  Sect  44t  -(a)-  Subparagraph  -(A)-  of  section  218  (d)  (5) 

22  ef  the  Social  Security  Aet  is  amended  te  read  as  follows : 

23  "  (A)  ¥^¥  purposes  ef  this  subsection,  a  retirement  sys- 

24  tern  which  covers 

25  "  (i)  positions  ef  policemen  and  firemen^  or 
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1  -  (ii)  positions  ef  policemen  er  fircmcn7  er  bethy 

2  and  other  positions, 

3  shall  be  deemed  to  be  a  separate  retirement  system  with  re- 

4  spect  to  the  positions  el  sneh  policemen  er-  firemen,  er  both, 

5  as  the  State  desires,  and  ne  positions  el  persons  other  than 

6  policemen  er  firemen  may  be  included  in  any  sueh  separate 
?  retirement  system." 

8  -(b)-  Section  218  (d)  (1)  el  sneh  Act  is  amended — 

-fJ-}-  by  striking  out  ^  an4  except  in  the  el 

10  positions  excluded  by  paragraph  (5)  (A)  -  in  the  first 

H  sentence ;  and 

12  -fa),  hy  striking  eut  "  (other  than  a  position  ex- 

13  eluded  by  paragraph  (5)  (A) )  "  in  the  second  sentence. 

14  -fef  Section  218(d)  (3)  el  sneh  Aet  is  amended  by 
l^  striking  out  "excluded  by  er  pursuant  te  paragraph  (5) " 

16  each  place  it  appears  and  inserting  in  hen  thereof  "excluded 

17  pursuant  te  paragraph  (5)  ". 

18  (d)  (1)  Section  218(d)  (7)  el  sneh  Aet  is  amended 
1^  by  striking  eut  "excluded  by  er  pursuant  te  paragraph  (5)  - 
20  and  inserting  in  hen  thereof  "excluded  pursuant  te  paragraph 
21 

22  -fa).  Section  218(d)  (8)  (D)  ef  sueh  Aet  is  repealed. 

23  -(e).  Section  218  (k)  (3)  ef  sueh  Aet  is  repealed. 

24  -(I)-  Section  218-(p)  ef  sneb  Aet  is  repealed. 

25  "tef  amendments  made  by  this  section  shall  apply 
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1  only  in  the  ease  el  agrccmcnta  of  modifications  agreed  te 

2  after  November  30?  4064r 

3  INCLUSION  OF  ALASKA  AND  KENTUCKY  AMONG  STATES 

4  PERMITTED  TO  DIVIDE  THEIR  RETIREMENT  SYSTEMS 

5  (21)&Be7  43  Sec.  109.  The  first  sentence  of  section  218  (d) 

6  (6)  (C)  of  the  Social  Security  Act  is  amended — 

7  ( 1 )  by  inserting  "Alaska,"  before  "California" ;  and 

8  (2)    by  inserting   "Kentucky,"   before  Massa- 

9  chusetts". 

10  ADDITIONAL  PERIOD  FOR  ELECTING  COVERAGE  UNDER 

11  DIVIDED  RETIREMENT  SYSTEM 

12  (22)SbOt  4-3  Sec.  110.  The  first  sentence  of  section  218  (d) 
(6)  (F)  of  the  Social  Security  Act  is  amended  by  striking 

14  out  "1963"  and  inserting  in  lieu  thereof  "1966". 

15  COVERAGE  FOR  CERTAIN  ADDITIONAL  HOSPITAL  EMPLOYEES 

16  IN  CALIFORNIA 

17  (23)tab  44  Sec.  111.  Section  102  (k)  of  the  Social  Security 

18  Amendments  of  1960  is  amended  by  inserting  "(1)"  im- 

19  mediately  after  "  (k)  ",  and  by  adding  at  the  end  thereof  the 

20  following  new  paragraph: 

21  "(2)  Such  agreement,  as  modified  pursuant  to  para- 

22  graph  ( 1 ) ,  may  at  the  option  of  such  State  be  further  modi- 

23  fied,  at  any  time  prior  to  the  seventh  month  after  the 

24  month  in  which  this  paragraph  is  enacted,  so  as  to  apply  to 

25  services  performed  for  any  hospital  affected  by  such  earlier 

26  modification  by  any  individual  who  after  December  31, 
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1  1959,  was  or  is  employed  by  such  State  (or  any  political 

2  subdivision  thereof)  in  any  position  described  in  paragraph 

3  ( 1 ) .    Such  modification  shall  be  effective  with  respect  to 

4  (A)  all  services  performed  by  such  individual  in  any  such 

5  position  on  or  after  January  1,  1962,  and  (B)  all  such 

6  services,  performed  before  such  date,  with  respect  to  which 

7  amounts  equivalent  to  the  sum  of  the  taxes  which  would 

8  have  been  imposed  by  sections  3101  and  3111  of  the  Inter- 

9  nal  Revenue  Code  of  1954  if  such  services  had  constituted 
10  employment  for  purposes  of  chapter  21  of  such  Code  at  the 
H  time  they  were  performed  have,  prior  to  the  date  of  the 

12  enactment  of  this  paragraph,  been  paid." 

13  INCREASE  OF  EARNINGS  COUNTED  FOR  BENEFIT  AND  TAX 

14  PURPOSES 

15  (24)SeCt  4#  Sec.  112.  (a)  (1)  (A)  Section  209  (a)  (3) 

16  of  the  Social  Security  Act  is  amended  by  inserting  "and 

17  before  1965"  after  "1958". 

18  (B)  Section  209  (a)  of  such  Act  is  further  amended 

19  by  adding  at  the  end  thereof  the  following  new  paragraph : 

20  "  (4)  That  part  of  remuneration  which,  after  re- 

21  muneration    (other  than  remuneration  referred  to  in 

22  the  succeeding  subsections  of  this  section)    equal  to 

23  (25)$5,100  $5,600  with  respect  to  employment  has 

24  been  paid  to  an  individual  during  any  calendar  year 

25  after  1964,  is  paid  to  such  individual  during  such  calen- 

26  dar  year;". 
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1  (2)  (A)    Section  211(b)(1)(C)    of  such  Act  is 

2  amended  by  inserting  "and  before  1965"  after  "1958",  and 

3  by  striking  out  " ;  or"  and  inserting  in  lieu  thereof  " ;  and". 

4  (B)  Section  211(b)  (1)  of  such  Act  is  further  amended 

5  by  adding  at  the  end  thereof  the  following  new  subpara- 

6  graph : 

7  "  (D)  For^any  taxable  year  ending  after  1964, 

8  (i)  (26)$§7400  $5,600,  minus  (ii)  the  amount  of 

9  the  wages  paid  to  such  individual  during  the  taxable 

10  year;  or". 

11  (3)  (A)    Section   213(a)(2)(H)    of   such   Act  is 

12  amended  by  striking  out  "after  1958"  and  inserting  in  lieu 

13  thereof  "after  1958  and  before  1965,  or  (27)$5,100  $5,600 

14  in  the  case  of  a  calender  year  after  1964". 

15  (B)  Section  213(a)  (2)  (iii)  of  such  Act  is  amended 

16  by  striking  out  "after  1958"  and  inserting  in  lieu  thereof 

17  "after  1958  and  before  1965,  or  (28)85,100  $5,600  in  the 

18  case  of  a  taxable  year  ending  after  1964". 

19  (4)  Section  215(e)  (1)  of  such  Act  is  amended  by 

20  striking  out  "and  the  excess  over  $4,800  in  the  case  of  any 

21  calendar  year  after  1958"  and  inserting  in  lieu  thereof  "the 

22  excess  over  $4,800  in  the  case  of  any  calendar  year  after 

23  1958  and  before  1965,  and  the  excess  over  (29)$5r40§ 

24  $5,600  in  the  case  of  any  calendar  year  after  1964". 

25  (b)  (1)  (A)  Section  1402(b)  (l)  (C)  of  the  Internal 

26  S-evenue  Code  of  1954  (relating  to  definition  of  self-employ- 
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1  ment  income)  is  amended  by  inserting  "and  before  1965" 

2  after  "1958",  and  by  striking  out  ";  or"  and  inserting  in  lieu 

3  thereof  "  ;  and". 

4  (B)   Section  1402(b)(1)   of  such  Code  is  further 

5  amended  by  adding  at  the  end  thereof  the  following  new 

6  subparagraph : 

7  "(D)  for  any  taxable  year  ending  after  1964, 

8  (i)  (30)$5,100  $5,600,  minus  (ii)  the  amount  of 

9  the  wages  paid  to  such  individual  during  the  taxable 

10  year;  or". 

11  (2)  Section  3121(a)  (1)  of  such  Code  (relating  to 

12  definition  of  wages)  is  amended  by  striking  out  "$4,800" 

13  each  place  it  appears  and  inserting  in  lieu  thereof  "(31)$5, 

14  400  $5,600". 

15  (3)  The  second  sentence  of  section  3122  of  such  Code 

16  (relating  to  Federal  service)  is  amended  by  striking  out 

17  "$4,800"  and  inserting  in  lieu  thereof  "(32)$5,100  $5,600". 

18  (4)  Section  3125  of  such  Code  (relating  to  returns  in 

19  the  case  of  governmental  employees  in  Guam  and  American 

20  Samoa)   is  amended  by  striking  out  "$4,800"  where  it 

21  appears  in  subsections  (a)  and  (b)  and  inserting  in  lieu 

22  thereof  "C33)$§74QO  $5,600". 


23  (5)  Section  6413(c)  (1)  of  such  Code  (relating  to 

24  special  refunds  of  employment  taxes)  is  amended — 

25  (A)  by  inserting  "and  prior  to  the  calendar  year 

26  1965"  after  "the  calendar  year  1958"; 
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1  (B)  by  inserting  after  "exceed  $4,800,"  the  fol- 

2  lowing:  "or  (C)  during  any  calendar  year  after  the 

3  calendar  year  1964,  the  wages  received  by  him  during 

4  such  year  exceed  (34)$5t400  $5,600"  and 

5  (G)  by  inserting  before  the  period  at  the  end 

6  thereof  the  following:  "and  before  1965,  or  which  ex- 

7  ceeds  the  tax  with  respect  to  the  first  (35)$5,100  $5,600 

8  of  such  wages  received  in  such  calendar  year  after 

9  1964". 

10  (6)  Section  6413(c)  (2)  (A)  of  such  Code  (relating 

11  to  refunds  of  employment  taxes  in  the  case  of  Federal  em- 

12  ployees)  is  amended  by  striking  out  "or  $4,800  for  any 

13  calendar  year  after  1958"  and  inserting  in  lieu  thereof 

14  "$4,800  for  the  calendar  year  1959,  1960,  1961,  1962, 

15  1963,  or  1964,  or  (36)$5,400  $5,600  for  any  calendar  year 

16  after  1964". 

17  (c)  The  amendments  made  by  subsections  (a)  (1)  and 

18  (a)  (3)  (A) ,  and  the  amendments  made  by  subsection  (b) 

19  (except  paragraph   (1)   thereof),  shall  apply  only  with 

20  respect  to  remuneration  paid  after  December  1964.  The 

21  amendments  made  by  subsections   (a)  (2),   (a)  (3)  (B), 

22  and  (b)  (1)  shall  apply  only  with  respect  to  taxable  years 

23  ending  after  1964.   The  amendment  made  by  subsection 

24  (a)  (4)  shall  apply  only  with  respect  to  calendar  years  after 

25  1964. 
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1  CHANGES  IN  TAX  SCHEDULES 

2  (37>§Ee7  43  Sec.  113.  (a)  Section  1401  of  the  Internal 

3  Revenue  Code  of  1954  (relating  to  rate  of  tax  on  self- 

4  employment  income)  is  amended  to  read  as  follows: 

5  "SEC.  1401.  RATE  OF  TAX. 


6  "In  addition  to  other  taxes,  there  shall  be  imposed  for 

7  each  taxable  year,  on  the  self-employment  income  of  every 

8  individual,  a  tax  as  follows: 

9  "  ( 1 )  in  the  case  of  any  taxable  year  beginning 

10  after  December  31,  1964,  and  before  January  1,  1966, 

11  the  tax  shall  be  equal  to  (38)5t7-  6.4  percent  of  the 

12  amount  of  the  self-employment  income  for  such  taxable 

13  year; 

14  "(2)  in  the  case  of  any  taxable  year  beginning 

15  after  December  31,  1965,  and  before  January  1,  1968. 

16  the  tax  shall  be  equal  to  (39)6  6.8  percent  of  the  amount 

17  of  the  self-employment  income  for  such  taxable  year; 

18  "(3)  in  the  case  of  any  taxable  year  beginning 

19  after  December  31,  1967,  and  before  January  1,  1971, 

20  the  tax  shall  be  equal  to  (40)6t8  7.5  percent  of  the 

21  amount  of  the  self-employment  income  for  such  taxable 

22  year;  and 

23  "(4)  in  the  case  of  any  taxable  year  beginning 

24  after  December  31,  1970,  the  tax  shall  be  equal  to 
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1  (41)^  7&  percent  <of  the  amount  of  the  self-employ- 

2  ment  income  for  such  taxable  year/' 

3  (b)  Section  3101  of  such  Code  (relating  to  rate  of 

4  tax  on  employees  under  the  Federal  Insurance  Contributions 

5  Act)  is  amended  to  read  as  follows: 

6  "SEC.  3101.  RATE  OF  TAX. 

7  "In  addition  to  other  taxes,  there  is  hereby  imposed  on 

8  the  income  of  every  individual  a  tax  equal  to  the  following 

9  percentages  of  the  wages  (as  denned  in  section  3121  (a) ) 

10  received  by  him  with  respect  to  employment  (as  defined 

11  in  section  3121  (b) )  — 

12  ( 1 )  with  respect  to  wages  received  during  the 

13  calendar  year  1965,  the  rate  shall  be  (42)£tS  4^ 

14  percent ; 

15  "(2)  with  respect  to  wages  received  during  the 

16  calendar  years  1966  and  1967,  the  rate  shall  be  (43)4 

17  4-^  percent; 

18  "(3)  with  respect  to  wages  received  during  the 

19  calendar  years  1968,  1969,  and  1970,  the  rate  shall  be 

20  (44)4t#  5  percent;  and 

21  "  (4)  with  respect  to  wages  received  after  Decem- 

22  ber  31,  1970,  the  rate  shall  be  (45)4t$  5.2  percent." 

23  (c)  Section  3111  of  such  Code  (relating  to  rate  of  tax 

24  on  employers  under  the  Federal  Insurance  Contributions 

25  Act)  is  amended  to  read  as  follows : 
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1  "SEC.  3111.  RATE  OP  TAX. 

2  "In  addition  to  other  taxes,  there  is  hereby  imposed  on 

3  every  employer  an  excise  tax,  with  respect  to  having  indi- 

4  viduals  in  his  employ,  equal  to  the  following  percentages  of 

5  the  wages  (as  defined  in  section  3121  (a) )  paid  by  him 

6  with  respect  to  employment  (as  defined  in  section  3121 

7  (b))- 

8  "  ( 1 )  with  respect  to  wages  paid  during  the  calendar 

9  year  1965,  the  rate  shall  be  (46)3t8  A\  percent; 

10  "(2)  with  respect  to  wages  paid  during  the  calen- 

11  dar  years  1966  and  1967,  the  rate  shall  be  (47)4  # 

12  percent ; 

13  "(3)  with  respect  to  wages  paid  during  the  calen- 

14  dar  years  1968,  1969,  and  1970,  the  rate  shall  be  (48) 

15  4r5  5  percent ;  and 

16  "(4)  with  respect  to  wages  paid  after  December 
37  31,  1970,  the  rate  shall  be  (49)4t8  5.2  percent." 

18  (50)  (d)  (1)  ¥he  proviso  in  section  3201  ef  mek  Code 

19  (relating  te  rate  of  tas  en  employees  under  Railroad  Retire  - 

20  mcnt  Tftx  Aet)-  is  amended  by  inserting  alter  %t  such  time" 

21  the  following :  -  (determined  under  the  provisions  of  section 

22  3404  as  is  egeet  en  June  h  1961) ". 

23  -(£)-  ¥ke  proviso  in  section  3211  of  such  Code  (relating 

24  to  rate  of  tax  en  employee  representatives  under  Railroad 

25  Retirement  ¥ax  Act)  is  amended  by  inserting  alter  %t  sueh 
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^  sentence )  on  the  basis  of  an  application  filed  with  the  Board 

2  in  or  after  the  month  in  which  this  Act  is  enacted.   In  the 

3  case  of  an  individual  who  was  entitled  to  an  annuity  under 

4  section  5  of  the  Railroad  Retirement  Act  of  1937  for  the 

5  month  in  which  this  Act  is  enacted  such  amendments  shall 
q  apply  to  annuities  for  months  after  the  month  in  which  this 
rj  Act  is  enacted. 

g  (53)extension  qf  period  for  filing  proof  of  support 

9  AND  APPLICATIONS  FOR  LUMP-SUM  DEATH  PAYMENT 

10  Sec.  115.  (a)  Subsection  (p)  of  section  202  of  the  Social 

11  Security  Act  is  amended  to  read  as  follows: 

12  "Extension  of  Period  for  Filing  Proof  of  Support  and 

13  Applications  for  Lump-Sum  Death  Payment 

14  "(p)  In  any  case  in  which  there  is  a  failure — 

15  "(1)  to  file  proof  of  support  under  subparagraph 

16  (G)  of  subsection  (c)(1),  clause  (i)  or  (ii)  of  sub- 

17  paragraph  (D)  of  subsection  (f)(1),  or  subparagraph 
lg  (B)  of  subsection  (h)(1),  or  under  clause  (B)  of 

19  subsection  (f)(1)  of  this  section  as  in  effect  prior  to  the 

20  Social  Security  Act  Amendments  of  1950,  within  the 

21  period  prescribed  by  such  subparagraph  or  clause,  or 

22  u(2)  to  file,  in  the  case  of  a  death  after  1946,  ap- 

23  plication  for  a  lump-sum  death  payment  under  subsec- 

24  tion  (i),  or  under  subsection  (g)  of  this  section  as  in 

25  efect  prior  to  the  Social  Security  Act  Amendments  of 

26  1950,  within  the  period  prescribed  by  such  subsection, 
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1  inserting  after  "years  of  age"  the  following:  ",  or  shall  be 

2  a  full-time  student  and  less  than  twenty-two  years  of  age". 

3  (d)   Section  5(1)  (1)    of  such  Act  is  amended  by 

4  inserting  before  the  semicolon  at  the  end  thereof  the  follow- 

5  ing:  ".  The  term  ' 'full-time  student'  shall  for  the  purposes 

6  of  this  section  have  the  meaning  ascribed  to  it  by  section 

7  202(d)(8)  of  the  Social  Security  Act,  and  the  references 

8  to  the  Secretary  therein  shall  be  deemed  to  be  references  to 

9  the  Board.   For  the  purposes  of  subsection  (e)  of  section  2, 

10  and  subsection  (b)  of  this  section,  a  child  who  has  attained 

11  the  age  of  18  years  and  who  is  not  under  a  disability  which 

12  began  before  the  child  attained  age  18,  shall  be  deemed  not 

13  entitled  to  benefits  under  subsection  (c)  of  this  section". 

14  (e)  Section  5(1)  (9)  of  such  Act  is  amended  by  strik- 

15  ing  out  "after  1958  is  less  than  $4,800"  and  inserting  in 

16  lieu  thereof  the  following:  "after  1958  and  before  1965  is 

17  less  than  $4,800,  or  for  any  calendar  year  after  1964  is  less 

18  than  $5,400" ;  and  by  striking  out  "and  $4,800  for  years 

19  after  1958",  and  inserting  in  lieu  thereof  the  following: 

20  "$4,800  for  years  after  1958  and  before  1965,  and  $5,400 

21  for  years  after  1964". 

22  (f)  The  amendments  made  by  subsection  (b)  and  (c) 

23  shall  be  effective  with  respect  to  annuities  under  the  Railroad 

24  Retirement  Act  of  1937  for  months  after  the  month  in  which 

25  this  Act  is  enacted  but  only  (except  as  provided  in  the  next 
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2  sentence )  on  the  basis  of  an  application  filed  with  the  Board 

2  in  or  after  the  month  in  which  this  Act  is  enacted.   In  the 

3  case  of  an  individual  who  was  entitled  to  an  annuity  under 

4  section  5  of  the  Railroad  Retirement  Act  of  1937  for  the 

5  month  in  which  this  Act  is  enacted  such  amendments  shall 
q  apply  to  annuities  for  months  after  the  month  in  which  this 
rj  Act  is  enacted. 

g  (SS^EXTENSION  OF  PERIOD  FOR  FILING  PROOF  OF  SUPPORT 

9  AND  APPLICATIONS  FOR  LUMP-SUM  DEATH  PAYMENT 

10  Sec.  11.5.  (a)  Subsection  (p)  of  section  202  of  the  Social 

11  Security  Act  is  amended  to  read  as  follows: 

12  "Extension  of  Period  for  Filing  Proof  of  Support  and 

13  Applications  for  Lump-Sum  Death  Payment 

14  "(p)  In  any  case  in  which  there  is  a  failure — 

15  "(1)  to  file  proof  of  support  under  subparagraph 

16  ( C)  °f  subsection  (c)(1),  clause  (i)  or  (ii)  of  sub- 

17  paragraph  (D)  of  subsection  (f)(1),  or  subparagraph 

18  (B)  of  subsection  (h)(1),  or  under  clause  (B)  of 

19  subsection  (f)(1)  of  this  section  as  in  effect  prior  to  the 

20  Social  Security  Act  Amendments  of  1950,  within  the 

21  period  prescribed  by  such  subparagraph  or  clause,  or 

22  u(2)  to  file,  in  the  case  of  a  death  after  1946,  ap- 

23  plication  for  a  lump-sum  death  payment  under  subsec- 

24  tion  (i),  or  under  subsection  (g)  of  this  section  as  in 

25  effect  prior  to  the  Social  Security  Act  Amendments  of 

26  1950,  within  the  period  prescribed  by  such  subsection, 
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1  any  such  "proof  or  application,  as  the  case  may  be,  which 

2  is  filed  after  the  expiration  of  such  period  shall  be  deemed 

3  to  have  been  filed  within  such  period  if  it  is  shown  to  the 

4  satisfaction  of  the  Secretary  that  there  was  good  cause  for 
*  failure  to  file  such  proof  or  application  within  such  period. 
"  The  determination  of  what  constitutes  good  cause  for  pur- 
1  poses  of  this  subsection  shall  be  made  in  accordance  with 
®  regulations  of  the  Secretary" 

^         (b)  The  amendments  made  by  this  section  shall  be  effec- 

■  tive  with  respect  to  (1)  applications  for  lump-sum  death  pay- 

H  ments  filed  in  or  after  the  month  in  which  this  Act  is  enacted, 

and  (2)  monthly  benefits  based  on  applications  filed  in  or 

after  such  month. 

14  ^^INTERRELATIONSHIP  BETWEEN  VETERANS'  BENEFITS 

15  AND  INCREASED  SOCIAL  SECURITY  BENEFITS 

16  Sec.  116.  (a)  Section  503  of  title  38,  United  States 
Code,  is  amended  by  inserting  "(a)"  after  "503",  and  by 

™  adding  at  the  end  thereof  the  following: 

19         "(b)  Notwithstanding  the  provisions  of  subsection  (a), 

^  in  the  case  of  any  individual — 

21  "(1)  who,  for  the  first  month  after  the  month  in 

22  which  the  Social  Security  Amendments  of  1964  is  en- 
^  acted,  is  entitled  to  a  monthly  insurance  benefit  under 
^         section  202  or  223  of  the  Social  Security  Act, 

25  "(2)  who,  for  such  month,  is  entitled  to  a  monthly 
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1  benefit  payable  under  the  provisions  of  this  chapter,  or 

2  under  the  first  sentence  of  section  9(b)  of  the  Veterans1 

3  Pension  Act  of  1959,  and 

4  "(3)  whose  insurance  benefit  referred  to  in  clause 

5  (1 )  for  any  subsequent  month  is  increased  by  reason  of 

6  the  enactment  of  the  Social  Security  Amendments  of 

7  1964, 

8  there  shall  not  be  counted,  in  determining  the  annual  income 

9  of  such  individual,  5  per  centum  of  the  insurance  benefit  as 

10  increased  by  the  Social  Security  Amendments  of  1964." 

11  (b)  The  amendments  made  by  this  section  shall  be  appli- 

12  cable  in  determining  income  received  for  months  after  the  sec- 

13  ond  month  following  the  month  in  which  the  Social  Security 

14  Amendments  of  1964  is  enacted. 

15  (55)/A CREASE  IN  AMOUNT  AN  INDIVIDUAL  IS  PERMITTED 

16  TO   EARN   WITHOUT   SUFFERING   DEDUCTIONS  FROM 

17  BENEFITS 

18  Sec.  117.  (a)(1)  Paragraphs  (1),  (3),  and  (4)  (B) 

19  of  subsection  (f)  of  section  203  of  the  Social  Security  Act  are 

20  each  amended  by  striking  out  "$100"  wherever  it  appears 

21  therein  and  inserting  in  lieu  thereof  "$125" . 

22  (2)  The  first  sentence  of  paragraph  (3)  of  such  sub- 

23  section  (f)  is  amended  by  striking  out  "$500"  each  place  it 

24  appears  therein  and  inserting  in  lieu  thereof  "$1,500". 

25  (b)  Paragraph  (1)(A)  of  subsection  (h)  of  section  203 
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1  of  such  Act  is  amended  by  striking  out  "$100"  and  inserting 

2  in  lieu  thereof  "$125". 

3  (c)  The  amendments  made  by  this  section  shall  be  effec- 

4  tive,  in  the  case  of  any  individual,  with  respect  to  taxable 

5  years  of  such  individual  ending  after  1964. 

6  (pG^TAX  EXEMPTION  FOR  RELIGIOUS  GROUPS  OPPOSED  TO 

7  INSURANCE 

8  Sec.  118.  (a)  Subsection  (c)  of  section  1402  of  the 

9  Internal  Revenue  Code  of  1954  is  amended  by  striking  out 

10  "or"  at  the  end  of  paragraph  (4),  by  striking  out  the  period 

11  at  the  end  of  paragraph  (5)  and  inserting  in  lieu  thereof 

12  ";  or",  and  by  adding  after  paragraph  (5)  the  following 

13  new  paragraph: 


14  "(6)    The  performance  of   service  by  an  indi- 

15  vidual  during  the  period  for  which  an  exemption  under 

16  subsection  (h)  is  effective  with  respect  to  him" 

17  (b)  Subsection  (c)  of  section  211  of  the  Social  Security 


18  Act  is  amended  by  striking  out  "or"  at  the  end  of  paragraph 

19  (4),  by  striking  out  the  period  at  the  end  of  paragraph  (5) 

20  and  inserting  in  lieu  thereof  " ;  or" ,  and  by  adding  after 

21  paragraph  (5)  the  following  new  paragraph: 


22  "(6)  The  performance  of  service  by  an  individual 

23  during  the  period  for  which  an  exemption  under  sec- 

24  tion  1402(h)  of  the  Internal  Revenue  Code  of  1954 

25  is  effective  with  respect  to  him" 
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1  (c)  Section  1402  of  the  Internal  Revenue  Code  of  1954 

2  is  further  amended  by  adding  at  the  end  thereof  the  following 

3  new  subsection: 

4  "(h)  Members  of  Certain  Religious  Faiths  — 

5  "(1)  Exemption. — Any  individual  may  file  an  ap- 

6  plication  (in  such  form  and  manner,  and  with  such  offi- 

7  cial,  as  may  be  prescribed  by  regulations  under  this 

8  chapter )  for  an  exemption  from  the  taxes  imposed  by  this 

9  chapter  if  he  is  a  member  of  a  recognized  religious  sect  or 

10  division  thereof  and  is  an  adherent  of  established  tenets  or 

11  teachings  of  such  sect  or  division  by  reason  of  which  he  is 

12  conscientiously  opposed  to  acceptance  of  the  benefits  of  any 

13  private  or  public  insurance,  making  payments  in  the  event 

14  of  death,  disability,  old-age,  or  retirement  or  making  pay- 

15  ments  toward  the  cost  of,  or  providing  services  for,  medi- 

16  cal  care  ( including  the  benefits  of  the  insurance  system  es- 

17  tablished  by  title  II  of  the  Social  Security  Act) .  Such 

18  exemption  may  be  granted  only  if  the  application  contains 

19  or  is  accompanied  by — 

20  "(A)  such  evidence  of  such  individual's  mem- 

21  bership  in,  and  adherence  to  the  tenets  or  teachings 

22  of,  the  sect  or  division  thereof  as  the  Secretary  or  his 

23  delegate  may  require  for  purposes  of  determining 

24  such  individuals  compliance  with  the  preceding  sen- 

25  tence,  and 
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1  "(B)  his  waiver  of  all  benefits  and  other  pay- 

2  ments  under  title  II  of  the  Social  Security  Act  on 

3  the  basis  of  his  wages  and  self-employment  income  as 

4  well  as  all  such  benefits  and  other  payments  to  him  on 

5  the  basis  of  the  wages  and  self-employment  income 

6  of  any  other  person,  and 

7  only  if  the  Secretary  of  Health,  Education,  and  Welfare 

8  finds  that — 

9  "(C)  such  sect  or  division  thereof  has  the  estab- 

10  lished  tenets  or  teachings  referred  to  in  the  preceding 

11  sentence, 

12  "(D)  it  is  the  practice,  and  has  been  for  a 

13  period  of  time  which  he  deems  to  be  substantial,  for 

14  members  of  such  sect  or  division  thereof  to  make  pro- 

15  vision  for  their  elderly  or  dependent  members  which 

16  in  his  judgment  is  reasonable  in  view  of  their  general 

17  level  of  living,  and 

18  "(E)  SU€h  sect  has  been  in  existence  and  has 

19  had  such  tenets  or  teachings  for  not  less  than  the 

20  6  full  calendar  years  preceding  enactment  of  this 

21  subsection. 

22  "(2)  Time  for  filing  application— For  pur- 

23  poses  of  this  subsection,  an  application  must  be  filed: 

24  "(A)  in  the  case  of  an  individual  who  has 

25  self-employment  income   (determined  without  re- 
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1  gard  to  this  subsection  and  section  1402(c)  (6) ) 

2  for  any  taxable  year  beginning  after  December 

3  31 }  1957,  and  ending  before  January  1,  1964,  in 

4  or  before  the  fourth  calendar  month  beginning  after 

5  the  date  of  the  enactment  of  this  subsection, 

6  "(B)  in  any  other  case,  on  or  before  the  due 

7  date  of  the  return  (including  any  extension  thereof) 

8  for  the  first  taxable  year  beginning  after  December 

9  31,  1963,  for  which  he  has  self -employment  income 

10  (so  determined) . 

11  "(3)  Period  for  which  exemption  effec- 

12  tive. — A  tax  exemption  pursuant  to  this  subsection  with 

13  respect  to  any  individual  shall  be  effective  for  all  tax- 

14  able  years  beginning  after  December  31,  1957,  but  not 

15  for  any  such  year  prior  to  the  first  year  for  which  the  re- 

16  quirements  of  paragraph  (1)  are  met  with  respect  to 
1^  him;  and  shall  cease  to  be  effective  for  and  after  the  first 

18  taxable  year  after  the  filing  of  such  application  in  which 

19  he  ceases  to  meet  such  requirements^ 

20  (d)  Section  202  of  the  Social  Security  Act  is  amended 

21  by  adding  at  the  end  thereof  the  following  new  subsection: 

22  "Waiver  of  Benefits 

23  "(v)  Notwithstanding  any  other  provisions  of  this  title, 

24  in  the  case  of  any  individual  who  files  a  waiver  of  benefits 

25  and  other  payments  under  this  title  as  required  under  sec- 
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1  tion  1402(h)  of  the  Internal  Revenue  Code  of  1954  and  is 

2  granted  a  tax  exemption  thereunder,  no  benefits  or  other  pay- 

3  ments  shall  be  payable  under  this  title  to  him,  and  no  benefits 

4  or  other  payments  under  this  title  shall  be  payable  on  the  basis 

5  of  his  wages  and  self-employment  income  to  any  other  person, 

6  after  the  filing  of  such  waiver;  except  that,  if  thereafter  such 

7  individual^  tax  exemption  under  such  section  1402(h)  ceases 

8  to  be  effective,  such  waiver  shall  cease  to  be  applicable  in  the 

9  case  of  benefits  and  other  payments  under  this  title  to  the 
10  extent  based  on  his  self-employment  income  for  and  after  the 
H  first  taxable  year  for  which  such  tax  exemption  ceases  to  be 

12  effective  and  on  his  wages  for  and  after  the  calendar  year  ( if 

13  any )  which  begins  in  or  with  the  beginning  of  such  taxable 

14  year" 

15  (e)  If  refund  or  credit  of  any  overpayment  resulting 

16  from  an  exemption  under  section  1402(h)  of  the  Internal 

17  Revenue  Code  of  1954  is  prevented  on  the  date  of  the  enact- 

18  ment  of  this  Act,  or  at  any  time  within  one  year  from  such 

19  date,  by  the  operation  of  any  law  or  rule  of  law,  refund  or 

20  credit  of  such  overpayment  may,  nevertheless,  be  made  or 

21  allowed  if  claim  therefore  is  filed  within  one  year  after  the  date 

22  of  the  enactment  of  this  section.   No  interest  shall  be  allowed 

23  or  paid  on  any  overpayment  resulting  from  the  enactment 

24  of  this  subsection.   In  the  case  of  any  such  refund,  any  self- 

25  employment  income  with  respect  to  which  such  overpayment 
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1  was  made  shall,  notwithstanding  the  provisions  of  section  205 

2  of  the  Social  Security  Act,  not  be  included  in  determining 

3  entitlement  to  or  amount  of  any  payments  under  title  II  of 

4  such  Act. 

5  (pl^REMOVAL  OF  LIMITATIONS  ON  FEDERAL  PARTICIPA- 

6  TION  IN  ASSISTANCE   TO   AGED  INDIVIDUALS  WITH 

7  TUBERCULOSIS  OR  MENTAL  DISEASE 

8  Sec.  119.  (a)(1)  Section  6(a)  of  the  Social  Security 

9  Act  is  amended  to  read  as  follows: 

10  "Sec.  6.  (a)  For  the  purposes  of  this  title,  the  term  'old- 

H  age  assistance'  means  money  payments  to,  or  (if  provided  in 

1^  or  after  the  third  month  before  the  month  in  which  the  recipi- 

13  ent  makes  application  for  assistance)  medical  care  in  behalf 

14  of  or  any  type  of  remedial  care  recognized  under  State  law  in 

15  behalf  of,  needy  individuals  who  are  65  years  of  age  or 

16  older,  but  does  not  include  any  such  payments  to  or  care  in 

17  behalf  of  any  individual  who  is  an  inmate  of  a  public  institu- 

18  tion  ( except  as  a  patient  in  a  medical  institution ) .  Such 

19  term  also  includes  payments  which  are  not  included  within 

20  the  meaning  of  such  term  under  the  preceding  sentence,  but 

21  which  would  be  so  included  except  that  they  are  made  on 

22  behalf  of  such  a  needy  individual  to  another  individual  who 

23  (as  determined  in  accordance  with  standards  prescribed  by 

24  the  Secretary)  is  interested  in  or  concerned  with  the  welfare 
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1  of  such  needy  individual,  but  only  with  respect  to  a  State 

2  whose  State  plan  approved  under  section  2  includes  provision 

3  for— 


4  "(1)  determination  by  the  State  agency  that  such 

5  needy  individual  has,  by  reason  of  his  physical  or  mental 

6  condition,  such  inability  to  manage  funds  that  making 

7  payments  to  him  would  be  contrary  to  his  welfare  and, 

8  therefore,  it  is  necessary  to  provide  such  assistance 

9  through  payments  described  in  this  sentence; 

10  "(2)  undertaking  and  continuing  special  efforts  to 

11  protect  the  welfare  of  such  individual  and  to  improve, 

12  to  the  extent  possible,  his  capacity  for  self -care  and  to 

13  manage  funds; 

14  "(3)  periodic  review  by  such  State  agency  of  the 

15  determination  under  clause  (1)  to  ascertain  whether  con- 

16  ditions  justifying  such  determination  still  exist,  with  pro- 

17  vision  for  termination  of  such  payments  if  they  do  not 

18  and  for  seeking  judicial  appointment  of  a  guardian  or 

19  other  legal  representative,  as  described  in  section  1111, 

20  if  and  when  it  appears  that  such  action  will  best  serve 

21  the  interests  of  such  needy  individual;  and 

22  "(£)  opportunity  for  a  fair  hearing  before  the  State 

23  agency  on  the  determination  referred  to  in  clause  (1) 

24  for  any  individual  with  respect  to  whom  it  is  made!' 

25  (2)  Subsection  (b)  of  such  section  6  is  amended  by  strik- 


10 
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1  ing  out  all  that  follows  clause  (12)  thereof,  and  inserting  in 

2  lieu  thereof  the  following:  "except  that  such  term  does  not 

3  include  any  such  payments  with  respect  to  care  or  services 

4  for  any  individual  who  is  an  inmate  of  a  public  institu- 
*    tion  (except  as  a  patient  in  a  medical  institution) 

(b)(1)  Section  1605(a)  of  such  Act  is  amended  to 
1   read  as  follows: 

"Sec.  1605.  (a)  For  purposes  of  this  title,  the  term 
®    'aid  to  the  aged,  blind,  or  disabled'  means  money  payments 
to,  or  (if  provided  in  or  after  the  third  month  before  the 


^   month  in  which  the  recipient  makes  application  for  aid)  med- 

^  ical  care  in  behalf  of  or  any  type  of  remedial  care  recognized 
13 


14 
15 


19 
20 
21 
22 
23 
24 
25 


under  State  law  in  behalf  of,  needy  individuals  who  are  65 
years  of  age  or  older,  are  blind,  or  are  18  years  of  age  or 
over  and  permanently  and  totally  disabled,  but  such  term 


-t  a 

does  not  include — 

17 

"(1)  in  the  case  of  any  individual,  any  such  pay- 

18 


ments  to  or  care  in  behalf  of  any  individual  who  is  an 
inmate  of  a  public  institution  (except  as  a  patient  in  a 
medical  institution)  ;  or 

"(2)  in  the  case  of  any  individual  who  has  not 
attained  65  years  of  age— 

"(A)  any  such  payments  to  or  care  in  behalf  of 
any  individual  who  is  a  patient  in  an  institution  for 
tuberculosis  or  mental  diseases,  or 
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1  "(B)  any  such  payments  to  any  individual  who 

2  has  been  diagnosed  as  having  tuberculosis  or  psycho- 

3  sis  and  is  a  patient  in  a  medical  institution  as  a  result 

4  thereof,  or 

5  "(C)  any  such  care  in  behalf  of  any  individual, 

6  who  is  a  patient  in  a  medical  institution  as  a  result  of 
1  a  diagnosis  that  he  has  tuberculosis  or  psychosis,  with 
°  respect  to  any  period  after  the  individual  has  been 
9  a  patient  in  such  an  institution,  as  a  result  of  such 

10  diagnosis,  for  42  days. 

H  Such  term  also  includes  payments  which  are  not  included 

1^  within  the  meaning  of  such  term  under  the  preceding  sentence, 

l^  but  which  would  be  so  included  except  that  they  are  made  on 

14  behalf  of  such  a  needy  individual  to  another  individual  who 

15  (as  determined  in  accordance  with  standards  prescribed  by 

16  the  Secretary)  is  interested  in  or  concerned  with  the  welfare 

17  of  such  needy  individual,  but  only  with  respect  to  a  State 

18  whose  State  plan  approved  under  section  1602  includes 

19  provision  for — 

20  "(A)  determination  by  the  State  agency  that  such 

21  needy  individual  has,  by  reason  of  his  physical  or  mental 

22  condition,  such  inability  to  manage  funds  that  making 
2^  payments  to  him  would  be  contrary  to  his  welfare  and, 

24  therefore,  it  is  necessary  to  provide  such  aid  through 

25  payments  described  in  this  sentence; 
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1  "(B)  undertaking  and  continuing  special  efforts  to 

2  protect  the  welfare  of  such  individual  and  to  improve,  to 

3  the  extent  possible,  his  capacity  for  self-care  and  to 

4  manage  funds; 

5  "(C)  periodic  review  by  such  State  agency  of  the 

6  determination  under  clause  (A)  to  ascertain  whether 

7  conditions  justifying  such  determination  still  exist,  with 

8  provision  for  termination  of  such  payments  if  they  do 

9  not  and  for  seeking  judicial  appointment  of  a  guardian 
10  or  other  legal  representative,  as  described  in  section  1111, 
H  if  and  when  it  appears  that  such  action  will  best  serve 
12  the  interests  of  such  needy  individual;  and 

1^  "(D)  opportunity  for  a  fair  hearing  before  the 

14  State  agency  on  the  determination  referred  to  in  clause 

15  (A)  for  any  individual  with  respect  to  whom  it  is  made." 

16  (2)  Subsection  (b)  of  such  section  1605  is  amended  by 

17  striking  out  all  that  follows  clause  (12)  thereof,  and  inserting 
IB  in  lieu  thereof  the  following:  "except  that  such  term  does  not 

19  include  any  such  payments  with  respect  to  care  or  services 

20  for  any  individual  who  is  an  inmate  of  a  public  institution 

21  (except  as  a  patient  in  a  medical  institution) 

22  (c)(1)  Section  2(a)  of  such  Act  is  amended  (A)  by 

23  striking  out  "and"  at  the  end  of  paragraph  (10);  (B)  by 

24  striking  out  the  period  at  the  end  of  paragraph  (11)  and  in- 

25  serting  in  lieu  thereof  a  semicolon;  and  (C )  by  adding  at  the 

26  end  thereof  the  following  new  paragraphs: 
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1  "(12)  if  the  State  plan  includes  assistance  to  or  in 

2  behalf  of  patients  in  institutions  for  tuberculosis  or 

3  mental  diseases,  or  to  patients  who  are  in  medical  insti- 

4  tutions  as  a  result  of  a  diagnosis  of  tuberculosis  or  psy- 

5  chosis — 

6  "(A)  provide  for  having  in  effect  agreements  or 

7  other  arrangements  with  the  State  mental  health  au- 
di thority  or  authorities,  and,  where  appropriate,  with 
9  such  institutions,  including  arrangements  for  pint 

10  planning,  development  of  alternate  methods  of  care, 

11  assurance  of  immediate  readmittance  to  institutions 

12  where  needed  for  individuals  under  alternate  plans  of 

13  care,  allowing  access  to  patients  and  facilities,  fur- 

14  nishing  information,  and  making  reports,  as  may  be 

15  necessary  to  enable  the  State  agency  to  carry  out  its 

16  responsibilities  under  the  State  plan; 

17  "(B)  provide  for  an  individual  plan  for  each 

18  such  patient  to  assure  that  the  institutional  care  pro- 

19  vided  to  him  is  in  his  best  interests,  including,  to  that 

20  end,  assurances  that  there  will  be  initial  and  periodic 

21  review  of  his  medical  and  other  needs,  that  he  will 

22  be  given  appropriate  medical  treatment  within  the  in- 

23  stitution,  and  that  there  will  be  a  periodic  determina- 

24  tion  of  his  need  for  continued  treatment  in  the  insti- 

25  tution; 

26  "(@)  provide  for  the  development  of  alternate 
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1  plans  of  care,  making  maximum  ultilization  of  avail- 

2  able  resources,  for  recipients  who  would  otherwise 

3  need  care  in  such  institutions,  including  appropriate 

4  medical  treatment  and  other  assistance;  for  services 

5  referred  to  in  section  3(a)  (4)  (A)   (i)  and  (ii) 

6  which  are  appropriate  for  such  recipients  and  for 

7  such  patients;  and  for  methods  of  administration 

8  necessary  to  assure  that  these  provisions  will  be 

9  effectively  carried  out;  and 

10  "(D)  provide  methods  of  determining  the  rea- 

11  sonable  cost  of  institutional  care  for  such  patients; 

12  and 

13  "(13)  if  the  State  plan  includes  assistance  to  or  on 

14  behalf  of  patients  in  public  institutions  for  mental  dis- 

15  eases,  show  that  the  State  is  making  satisfactory  progress 

16  toward  developing  and  implementing  a  comprehensive 

17  mental  health  program,  including  provision  for  utiliza- 

18  tion  of  community  mental  health  centers,  nursing  homes, 

19  and  other  alternatives  to  institutional  care." 

20  (2)  Section  3  of  such  Act  is  amended  by  adding  at  the 

21  end  thereof  the  following  new  subsection: 

22  "(%)  Notwithstanding  the  preceding  provisions  of  this 

23  section,  the  amount  determined  under  such  provisions  for  any 

24  State  for  any  quarter  which  is  attributable  to  State  or  local 

25  expenditures  with  respect  to  patients  in  institutions  for  tuber- 
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1  culosis  or  mental  diseases  shall  be  paid  only  to  the  extent  that 

2  the  State  makes  a  showing  satisfactory  to  the  Secretary  that 

3  it  has  increased  total  F ederal,  State,  and  local  expenditures 

4  for  mental  health  services  ( including  payments  to  or  in  behalf 

5  of  individuals  with  mental  health  problems)  under  public 

6  health  and  public  welfare  programs  in  the  State  for  such 

7  quarter  over  the  average  of  the  total  Federal,  State,  and  local 

8  expenditures  in  the  State  for  such  services  under  such  pro- 

9  grams  for  each  quarter  of  the  fiscal  year  ending  June  30, 

10  1964." 

11  (d)(1)  Section  1602(a)  of  such  Act  is  amended  (A) 

12  by  striking  out  "and"  at  the  end  of  paragraph  (14)  ;  (B)  by 

13  striking  out  the  period  at  the  end  of  paragraph  (15)  and 

14  inserting  in  lieu  thereof  a  semicolon;  and  (C)  by  adding  at 

15  the  end  thereof  the  following  new  paragraphs: 

16  "(16)  if  the  State  plan  includes  assistance  to  or  in 

17  behalf  of  individuals  65  years  of  age  or  older  who  are 

18  patients  in  institutions  for  tuberculosis  or  mental  diseases, 

19  or  to  individuals  65  years  of  age  or  older  who  are 

20  patients  in  medical  institutions  as  a  result  of  a  diagnosis 

21  of  tuberculosis  or  phychosis — 

22  "(A )  provide  for  having  in  effect  agreements  or 

23  other  arrangements  with  the  State  mental  health 

24  authority  or  authorities,  and,  where  appropriate, 

25  with  such  institutions,  including  arrangements  for 
H.R.  11865  3 
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1  joint  planning,  development  of  alternate  methods  of 

2  care,  assurance  of  immediate  readmittance  to  institu- 

3  tions  where  needed  for  individuals  under  alternate 

4  plans  of  care,  allowing  access  to  patients,  and  facili- 
ty ties,  furnishing  information,  and  making  reports,  as 

6  may  be  necessary  to  enable  the  State  agency  to  carry 

7  out  its  responsibilities  under  the  State  plan; 

8  "(B)  provide  for  an  individual  plan  for  each 

9  such  patient  to  assure  that  the  institutional  care  pro- 

10  vided  to  him  is  in  his  best  interests,  including,  to  that 

11  end,  assurances  that  there  will  be  initial  and  periodic 

12  review  of  his  medical  and  other  needs,  that  he  will  be 

13  given   appropriate  medical  treatment  within  the 

14  institution,  and  that  there  will  be  a  periodic  deter- 

15  mination  of  his  need  for  continued  treatment  in  the 

16  institution; 

17  "(G)  provide  for  the  development  of  alternate 

18  plans  of  care,  making  maximum  utilization  of  avail- 

19  able  resources,  for  recipients  who  would  otherwise 

20  need  care  in  such  institutions,  including  appropriate 

21  medical  treatment  and  other  assistance;  for  services 

22  referred  to  in  section  1603(a)  (4)  (A)  (i)  and  (ii) 

23  which  are  appropriate  for  such  recipients  and  for 

24  such  patients;  and  for  methods  of  administration 

25  necessary  to  assure  that  these  provisions  will  be  effec- 

26  tively  carried  out;  and 
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1  provide   methods    of    determining  the 

2  reasonable  cost  of  institutional  care  for  such  patients; 

3  and 

4  "(17)  if  the  State  plan  includes  assistance  to  or  in 

5  behalf  of  individuals  65  years  of  age  or  older  who  are 

6  patients  in  public  institutions  for  mental  diseases,  show 
«  that  the  State  is  making  satisfactory  progress  toward 

8  developing  and  implementing  a  comprehensive  mental 

9  health  program,  including  provision  for  utilization  of 
10  community  mental  health  centers,  nursing  homes,  and 
H  other  alternatives  to  institutional  care." 

1^  (2)  Section  1603  of  such  Act  is  amended  by  adding  at 

1^  the  end  thereof  the  following  new  subsection: 

1^  "(e)  Notwithstanding  the  preceding  provisions  of  this 
section,  the  amount  determined  under  such  provisions  for  any 
State  for  any  quarter  which  is  attributable  to  State  or  local 

1^  expenditures  with  respect  to  individuals  65  years  of  age  or 

1^  older  who  are  patients  in  institutions  for  tuberculosis  or  mental 

1^  diseases  shall  be  paid  only  to  the  extent  that  the  State  makes  a 

^0  showing  satisfactory  to  the  Secretary  that  it  has  increased 

^1  total  Federal,  State,  and  local  expenditures  for  mental  health 

^  services  (including  payments  to  or  in  behalf  of  individuals 
with  mental  health  problems)  under  public  health  and  public 

^  welfare  programs  in  the  State  for  such  quarter  over  the 

2^  average  of  the  total  Federal,  State,  and  local  expenditures  in 
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1  the  State  for  such  services  under  such  programs  for  each 

2  quarter  of  the  fiscal  year  ending  June  30,  1964." 

3  (58yiNCREASED    FEDERAL    PAYMENTS     UNDER  PUBLIC 

4  ASSISTANCE  TITLES  OF  THE  SOCIAL  SECURITY  ACT 

5  Sec.  120.  (a)  Section  3(a)(1)  of  the  Social  Security 

6  Act  is  amended  (1)  by  striking  out,  in  clause  (A),  "29/35" 

7  and  "$35"  and  inserting  in  lieu  thereof  "31/37"  and  "$37", 

8  respectively ;  and  (2)  by  striking  out  clauses  (B)  and  (C) 

9  and  inserting  in  lieu  thereof  the  following: 

10  "(B)  the  larger  of  the  following: 

11  "(i)  (I)  the  Federal  percentage  (as  defined 

12  in  section  1101  (a)(8))  of  the  amount  by  which 

13  such  expenditures  exceed  the  amount  which  may 

14  be  counted  under  clause  (A) ,  not  counting  so 
1^  much  of  such  excess  with  respect  to  any  month 

16  as  exceeds  the  product  of  $38  multiplied  by  the 

17  total  number  of  recipients  of  old-age  assistance 
1^  for  such  month,  plus  (II)  15  per  centum  of  the 

19  total  of  the  sums  expended  during  such  quarter 

20  as  old-age  assistance  under  the  State  plan  in  the 

21  form  of  medical  or  any  other  type  of  remedial 

22  care,  not  counting  so  much  of  any  such  expendi- 

23  ture  with  respect  to  any  month  as  exceeds  the 
21  product  of  $15  multiplied  by  the  total  number  of 

25  recipients  of  old-age  assistance  for  such  month, 

26  or 
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1  "(H)(1)  the  Federal  medical  percentage 

2  (as  defined  in  section  6(c) )  of  the  amount  by 

3  which  such  expenditures  exceed  the  maximum 

4  which  may  be  counted  under  clause  (A),  not 

5  counting  so  much  of  any  expenditures  with 

6  respect  to  any  month  as  exceeds  (a)  the  product 

7  of  $52  multiplied  by  the  total  number  of  such 

8  recipients  of  old-age  assistance  for  such  month, 
^  or  (b)  if  smaller,  the  total  expended  as  old-age 

10  assistance  in  the  form  of  medical  or  any  other 

H  type  of  remedial  care  with  respect  to  such  month 

12  plus  the  product  of  $37  multiplied  by  such  total 

1^  number  of  such  recipients,  plus  (II)  the  Fed- 

14  eral  percentage  of  the  amount  by  which  the 

15  total  of  the  sums  expended  during  such  quarter 

16  as  old-age  assistance  under  the  State  plan  ex- 

17  ceed  the  amount  which  may  be  counted  under 

18  clause  (A)  and  the  preceding  provisions  of  this 
1^  clause  (B)  (ii) ,  not  counting  so  much  of  such 

20  excess  with  respect  to  any  month  as  exceeds  the 

21  product  of  $38  multiplied  by  the  total  number 

22  of  such  recipients  of  old-age  assistance  for  such 

23  month;". 

24  (b)  Section  1603(a)(1)  of  such  Act  is  amended  (1) 

25  by  striking  out,  in  clause  (A),  "29/35"  and  "$35"  and 

26  inserting  in  lieu  thereof  "31/37"  and  "$37",  respectively; 
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1  and  (2)  by  striking  out  clauses  (B)  and  (C)  and  insert- 

2  ing  in  lieu  thereof  the  following: 


3  "(B)  the  larger  of  the  following: 

4  "(i)(I)  the  Federal  percentage  (as  de- 
ft fined  in  section  1101(a)  (8)  )  of  the  amount  by 

6  which  such  expenditures  exceed  the  amount  which 

7  may  be  counted  under  clause  (A),  not  counting 

8  so  much  of  such  excess  with  respect  to  any  month 

9  as  exceeds  the  product  of  $38  multiplied  by  the 

10  total  number  of  recipients  of  aid  to  the  aged, 

11  blind,  or  disabled  for  such  months,  plus  (II)  15 

12  per  centum  of  the  total  of  the  sums  expended  dur- 

13  ing  such  quarter  as  aid  to  the  aged,  blind,  or  dis- 

14  abled  under  the  State  plan  in  the  form  of  medical 

15  or  any  other  type  of  remedial  care,  not  count- 

16  ing  so  much  of  any  such  expenditure  with  respect 

17  to  any  month  as  exceeds  the  product  of  $15 

18  multiplied  by  the  total  number  of  recipients  of 

19  aid  to  the  aged,  blind,  or  disabled  for  such  month, 

20  or 

21  "(H)(1)  the  Federal  medical  percentage 

22  ( as  defined  in  section  6(c) )  of  the  amount  by 

23  which  such  expenditures  exceed  the  maximum 

24  which  may  be  counted  under  clause  (A),  not 

25  counting  so  much  of  any  expenditures  with  re- 

26  spect  to  any  month  as  exceeds  (a)  the  product 
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1  of  $52  multiplied  by  the  total  number  of  such 

2  recipients  of  aid  to  the  aged,  blind,  or  disabled 

3  for  such  month,  or  (b)  if  smaller,  the  total 

4  expended  as  aid  to  the  aged,  blind,  or  disabled 

5  in  the  form  of  medical  or  any  other  type  of 

6  remedial  care  with  respect  to  such  month  plus 

7  the  product  of  $37  multiplied  by  such  total 

8  number  of  such  recipients,  plus  (II)  the  Federal 

9  percentage  of  the  amount  by  which  the  total  sums 

10  expended  during  such  quarter  as  aid  to  the  aged, 

11  blind,  or  disabled  under  the  State  plan  exceed 

12  the  amount  which  may  be  counted  under  clause 

13  (A)  and  the  preceding  provisions  of  this  clause 

14  (B)(ii),  not  counting  so  much  of  such  excess 

15  with  respect  to  any  month  as  exceeds  the  product 

16  of  $38  multiplied  by  the  total  number  of  re- 

17  cipients  of  aid  to  the  aged,  blind,  or  disabled  for 

18  such  month;". 

19  (c)  Section  403(a)(1)  of  such  Act  is  amended  (1)  by 


20  striking  out  "fourteen-seventeenths"  and  "$17"  in  clause 

21  (A)  and  inserting  in  lieu  thereof  "five-sixths"  and  "$18", 

22  respectively;  and  (2)  by  striking  out  "$30"  in  clause  (B) 

23  and  inserting  in  lieu  thereof  "$32". 

24  (d)  Section  1003(a)  (1)  of  such  Act  is  amended  (1) 

25  by  striking  out,  in  clause  (A),  "29/35"  and  "$35"  and  in- 

26  serting  in  lieu  thereof  "31/37"  and  "$37",  respectively; 
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1  and  (2)  by  striking  out,  in  clause  (B),  "$70"  and  inserting 

2  in  lieu  thereof  "$75". 

3  (e)  Section  1403(a)  (1)  of  such  Act  is  amended  (1) 

4  by  striking  out,  in  clause  (A),  "29/35"  and  "$35"  and  in- 

5  serting  in  lieu  thereof  "31/37"  and  "$37" ,  respectively ;  and 

6  (2)  by  striking  out,  in  clause  (B),  "$70"  and  inserting  in 

7  lieu  thereof  "$75". 

8  (f)  Sections  3,  403,  1003, 1403,  and  1603  of  such  Act 

9  are  each  amended  by  inserting  after  subsection  (c)  the  follow- 

10  ing  new  subsection: 

11  "(d)  The  amount  determined  under  this  section  for  any 

12  State  for  any  quarter  shall  be  reduced  to  the  extent  that — 

13  "(1)  the  excess  of  (A)  the  total  determined  for  the 

14  State  under  the  preceding  provisions  of  this  section  for 

15  such  quarter  over  (B)  the  average  of  the  totals  deter- 

16  mined  for  the  State  under  this  section  for  each  quarter 

17  of  the  fiscal  year  ending  June  30,  1964,  is  greater  than, 

18  "(2)  the  excess  of  (A)  the  total  expenditures  for 

19  such  quarter  for  which  the  determination  is  being  made 

20  under  the  State  plan  approved  under  this  title  over  (B) 

21  the  average  of  the  total  expenditures  under  the  State  plan 

22  approved  under  this  title  for  each  quarter  of  the  fiscal 

23  year  ending  June  30,  1964." 

24  (g)  The  amendments  made  by  this  section  shall  apply  in 

25  the  case  of  expenditures  made  after  September  30,  1964, 
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1  under  a  State  plan  approved  under  title  I,  IV,  X,  XIV,  or 

2  XVI  of  the  Social  Security  Act. 

3  (pd^INTERRELATIONSHIP  BETWEEN  PUBLIC  ASSISTANCE 

4  BENEFITS  AND  INCREASED  SOCIAL  SECURITY  BENEFITS 

5  Sec.  121.  (a)  Section  2(a)  (10)  (A)  of  the  Social  Secu- 

6  rity  Act  is  amended  by  striking  out  "except  that,  in  making 

7  such  determination,  of  the  first  $50  per  month  of  earned  in- 

8  come  the  State  agency  may  disregard,  after  December  31, 

9  1962,  not  more  than  the  first  $10  thereof  plus  one-half  of  the 
10  remainder1'  and  inserting  in  lieu  thereof  u except  that,  in  mak- 
H  ing  such  determination  (i)  for  months  after  the  first  month 

12  following  the  month  in  which  the  Social  Security  Amendments 

13  of  1964  is  enacted  and  prior  to  July  1966,  the  State  agency 

14  may,  and  for  months  after  June  1966,  the  State  agency  shall, 

15  disregard,  with  respect  to  any  monthly  insurance  benefit  pay- 

16  able  to  an  individual  under  title  II  of  the  Social  Security 

17  Act,  an  amount  equal  to  $7  or  7  per  centum  of  such  monthly 

18  benefit,  whichever  is  the  greater,  and  (ii)  of  the  first  $50  per 

19  month  of  earned  income  the  State  agency  may  disregard, 

20  after  December  31,  1962,  not  more  than  the  first  $10  thereof 

21  plus  one-half  of  the  remainder" . 

22  (b)  Section  402(a)  (7)  of  such  Act  is  amended  by  strik- 

23  ing  out  u except  that,  in  making  such  determination,  the  State 

24  agency  may,  subject  to  limitations  prescribed  by  the  Secre- 

25  tary,  permit  all  or  any  portion  of  the  earned  or  other  income 


74 

1  to  be  set  aside  for  the  future  identifiable  needs  of  a  dependent 

2  child"  and  inserting  in  lieu  thereof  "except  that,  in  making 

3  such  determination  (A)  for  months  after  the  first  month  fol- 

4  lowing  the  month  in  which  the  Social  Security  Amendments 

5  of  1964  is  enacted  and  prior  to  July  1966,  the  State  agency 

6  may,  and  for  months  after  June  1966,  the  State  agency  shall, 

7  disregard,  with  respect  to  any  monthly  insurance  benefit  pay- 

8  able  to  an  individual  under  title  II  of  the  Social  Security 

9  Act,  an  amount  equal  to  $7  or  7  per  centum  of  such  monthly 

10  benefit,  whichever  is  the  greater,  and  (B)  the  State  agency 

11  may,  subject  to  limitations  prescribed  by  the  Secretary,  permit 

12  all  or  any  portion  of  the  earned  or  other  income  to  be  set 

13  aside  for  future  identifiable  needs  of  a  dependent  child". 

14  (c)  Section  1402(a)  (8)  of  such  Act  is  amended  by 

15  striking  out  "except  that,  in  making  such  determination,  the 

16  State  agency  shall  disregard  (A)  the  first  $85  per  month  of 

17  earned  income,  plus  one-half  of  earned  income  in  excess  of 

18  $85  per  month,  and  (B)  for  a  period  not  in  excess  of  twelve 

19  months,   such  additional  amounts  of  other  income  and 

20  resources,  in  the  case  of  an  individual  who  has  a  plan  for 

21  achieving  self-support  approved  by  the  State  agency,  as  may 

22  be  necessary  for  the  fulfillment  of  such  plan"  and  inserting  in 

23  lieu  thereof  "except  that,  in  making  such  determination  (A) 

24  for  months  after  the  first  month  following  the  month  in  which 

25  the  Social  Security  Amendments  of  1964  is  enacted  and  prior 

26  to  July  1966,  the  State  agency  may,  and  for  months  after 
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1  June  1966,  the  State  agency  shall,  disregard,  with  respect  to 

2  any  monthly  insurance  benefit  payable  to  an  individual  under 

3  title  II  of  the  Social  Security  Act,  an  amount  equal  to  $7  or 

4  7  per  centum  of  such  monthly  benefit,  whichever  is  the  greater, 

5  and  (B)  the  State  agency  shall  disregard  (i)  the  first  $85 

6  per  month  of  earned  income,  plus  one-half  of  earned  income 

7  in  excess  of  $85  per  month,  and  (ii)  for  a  period  not  in 

8  excess  of  twelve  months,  such  additional  amounts  of  other 

9  income  and  resources,  in  the  case  of  an  individual  who  hat 

10  a  plan  for  achieving  self-support  approved  by  the  State 

11  agency,  as  may  be  necessary  for  the  fulfillment  of  such  plan" . 

12  (d)  Section  1402(a)  (8)  of  such  Act  is  amended  by 

13  inserting  at  the  end  thereof  the  following:  "except  that,  in 

14  making  such  determination,  for  months  after  the  first  month 

15  following  the  month  in  which  the  Social  Security  Amend- 

16  merits  of  1964  is  enacted  and  prior  to  July  1966,  the  State 

17  agency  may,  and  for  months  after  June  1966,  the  State 

18  agency  shall,  disregard,  with  respect  to  any  monthly  insur- 

19  ance  benefit  payable  to  an  individual  under  title  II  of  the 

20  Social  Security  Act,  an  amount  equal  to  $7  or  7  per  centum 

21  of  such  monthly  benefit,  whichever  is  the  greater;". 

22  (e)  Section  1602(a)  (14)  of  such  Act  is  amended  by 

23  striking  out  "except  that,  in  making  such  determination  with 

24  respect  to  any  individual  who  is  blind,  the  State  agency  shall 

25  disregard  (A )  the  first  $85  per  month  of  earned  income  plus 

26  one-half  of  earned  income  in  excess  of  $85  per  month  and 
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1  (B)  for  a  period  not  in  excess  of  twelve  months,  such  addi- 

2  tional  amounts  of  other  income  and  resources,  in  the  case  of 

3  an  individual  who  has  a  plan  for  achieving  self-support 

4  approved  by  the  State  agency,  as  may  be  necessary  for  the 

5  fulfillment  of  such  plan,  and  in  making  such  determination 

6  with  respect  to  any  other  individual  who  has  attained  age  65 

7  and  is  claiming  aid  to  the  aged,  blind,  or  disabled,  of  the  first 

8  $50  per  month  of  earned  income  the  State  agency  may,  after 

9  December  31,  1962,  disregard  not  more  than  the  first  $10 

10  thereof  plus  one-half  of  the  remainder'  and  inserting  in  lieu 

11  thereof  "except  that,  in  making  such  determination  (A)  with 

12  respect  to  any  individual,  for  months  after  the  first  month 

13  following  the  month  in  which  the  Social  Security  Amendments 

14  of  1964  is  enacted  and  prior  to  July  1966,  the  State  agency 

15  may,  and  for  months  after  June  1966,  the  State  agency  shall, 

16  disregard,  with  respect  to  any  monthly  insurance  benefit  pay- 

17  able  to  an  individual  under  title  II  of  the  Social  Security 

18  Act,  an  amount  equal  to  $7  or  7  per  centum  of  such  monthly 

19  benefit,  whichever  is  the  greater,  (B)  tvith  respect  to  any  indi- 

20  vidua!  who  is  blind,  the  State  agency  shall  disregard  (i)  the 

21  first  $85  per  month  of  earned  income  plus  one-half  of  earned 

22  income  in  excess  of  $85  per  month  and  (ii)  for  a  period  not 

23  in  excess  of  twelve  months,  such  additional  amounts  of  other 

24  income  and  resources,  in  the  case  of  an  individual  who  has  a 

25  plan  for  achieving  self-support  approved  by  the  State  agency, 

26  as  may  be  necessary  for  the  fulfillment  of  such  plan,  and 

27  (C)  with  respect  to  any  individual  ( other  than  an  individual 
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1  referred  to  in  clause  (B))  who  has  attained  age  65 and  is 

2  claiming  aid  to  the  aged,  blind,  or  disabled,  of  the  first  $50 

3  per  month  of  earned  income  the  State  agency  may,  after 

4  December  31,  1962,  disregard  not  more  than  the  first  $10 

5  thereof  plus  one-half  of  the  remainder" . 

6  (GOiyDISREGARDING  CERTAIN  EARNINGS  IN  DETERMINING 

7  NEED  UNDER  OLD-AGE  ASSISTANCE  PROGRAMS 

8  Sec.  122.  (a)  Effective  October  1,  1964,  section  2(a) 

9  (10)  (A)  of  the  Social  Security  Act  is  amended  by  striking 
10  out  " ;  except  that,  in  making  such  determination,  of  the  first 
H  $50  per  month  of  earned  income  the  State  agency  may  dis- 
12  regard,  after  December  31,  1962,  not  more  than  the  first  $10 
1^  thereof  plus  one-half  of  the  remainder"  and  inserting  in  lieu 

14  thereof  the  following:  ";  except  that,  in  making  such  deter- 

15  mination  of  the  first  $80  per  month  of  earned  income,  the 

16  State  agency  may  disregard  the  first  $20  thereof  plus  one- 

17  half  of  the  remainder" . 

18  (b)  Effective  October  1,  1964,  section  1602(a)  (14)  of 

19  such  Act  is  amended  by  striking  out  ilof  the  first  $50  per 

20  month  of  earned  income  the  State  agency  may,  after  Decem- 

21  ber  31,  1962,  disregard  not  more  than  the  first  $10  thereof 

22  plus  one-half  of  the  remainder"  and  inserting  in  lieu  thereof 

23  11  of  the  first  $80  per  month  of  earned  income  the  State  agency 

24  may  disregard  the  first  $20  thereof  plus  one-half  of  the  re- 

25  mainder". 


78 

1  (QiyAMENDMENT  TO  DEFINITION  OF  MEDICAL  ASSISTANCE 

2  FOR  THE  AGED 

3  Sec.  123.  (a)  Section  6(b)  of  the  Social  Security  Act 

4  is  amended  by  striking  out  "who  are  not  recipients  of  old-age 

5  assistance"  and  inserting  in  lieu  thereof  "who  are  not  re- 

6  cipients  of  old-age  assistance  (except,  for  any  month,  for 

7  recipients  of  old-age  assistance  who  are  admitted  to  or  dis- 

8  charged  from  a  medical  institution  during  such  month)". 

9  (b)  Section  1605(b)  of  such  Act  is  amended  by  strik- 
10  ing  out  "who  are  not  recipients  of  aid  to  the  aged,  blind,  or 
H  disabled"  and  inserting  in  lieu  thereof  "who  are  not  recipients 
l^  of  aid  to  the  aged,  blind,  or  disabled  ( except,  for  any  month, 

13  jor  recipients  of  aid  to  the  aged,  blind,  or  disabled  who  are 

14  admitted  to  or  discharged  from  a  medical  institution  during 

15  such  month)". 

16  (62)definition  of  child 

17  Sec.  124.  (a)  Subsection  (e)  of  section  216  of  the 

18  Social  Security  Act  'is  amended  by  strking  out  the  period 

19  at  the  end  of  the  first  sentence  and  inserting  in  lieu  thereof: 

20  "t  and  (3)  in  the  case  of  a  living  individual,  a  person  who 

21  is  living  in  such  individual's  household  for  a  continuous 

22  period  of  not  less  than  one  year  immediately  preceding  the 

23  day  on  which  application  for  child's  insurance  benefits  is 

24  filed,  if  such  period  began  prior  to  the  date  such  individual 

25  became  entitled  to  benefits  under  section  202(a)  or  section 

26  223(a),  as  the  case  may  be,  and  (4)  in  the  case  of  a 
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1  deceased  individual,  (A)  a  person  who  has  lived  in  such 

2  individual's  household  for  a  continuous  period  of  not  less 

3  than  one  year  immediately  preceding  the  day  on  which 

4  such  individual  died  or  (B)  a  person  entitled  to  child's  in- 

5  surance  benefits  on  the  basis  of  the  wages  and  self-employ- 

6  merit  income  of  such  individual  for  the  month  before  the 

7  month  in  which  such  individual  died." 

8  (b)  Section  202(d)  of  the  Social  Security  Act  is 

9  amended  by  adding  at  the  end  thereof  the  following  new 

10  paragraph: 

11  "(9)  A  child  who  is  a  child  of  an  individual  pursuant 

12  to  clause  (3)  or  clause  (4)  of  section  216(e)  shall  be 

13  deemed  dependent  on  such  individual  if  at  the  time  specified 

14  in  paragraph  (1)  (C)  such  child  was  receiving  at  least  one- 

15  half  of  his  support  from  such  individual  unless,  at  such  time, 

16  such  individual  was  receiving  regular  contributions  toward 

17  the  support  of  such  child  from  (A)  such  child's  mother, 

18  father,  adopting  mother,  or  adopting  father,  or  (B)  a  pub- 

19  lie  or  private  welfare  organization  that  had  placed  such  child 

20  in  such  individual's  household  under  a  foster-care  program; 

21  except  that  the  provisions  of  clause  (A)  shall  not  apply  if 

22  such  individual  is  the  mother  or  father  of  such  child." 

23  (c)  Where— 

24  (1 )  one  or  more  persons  were  entitled  ( without  the 

25  application  of  section  202(j)(l)  of  the  Social  Security 

26  Act)  to  monthly  benefits  under  section  202  of  such  Act 
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1  for  the  month  before  the  month  in  which  this  Act  is 

2  enacted  on  the  basis  of  the  wages  and  self-employment 

3  income  of  an  individual;  and 

4  (2)  any  person  is  entitled  to  benefits  under  subsec- 

5  tion  (b),  (d),  or  (g)  of  section  202  of  the  Social 

6  Security  Act  for  any  subsequent  month  on  the  basis  of 

7  such  individual's  wages  and  self-employment  income  and 
such  person  would  not  be  entitled  to  such  benefits  but  for 

^  the  enactment  of  this  section;  and 

*®  (3)  the  total  of  the  benefits  to  which  all  persons 

^  are  entitled  under  section  202  of  the  Social  Security 
Act  on  the  basis  of  such  individual's  wages  and  self- 
employment  income  for  such  subsequent  month  is  reduced 

14  by  reason  of  the  application  of  section  203(a)  of  such 

15  Act, 

1"  then  the  amount  of  the  benefit  to  which  each  person  referred 

1^  to  in  paragraph  (1)  of  this  subsection  is  entitled  for  such 

18  subsequent  month  shall  not,  after  the  application  of  such 

19  section  203 (a),  be  less  than  the  amount  it  would  have  been 

20  if  no  person  referred  to  in  paragraph  (2)  of  this  subsection 

21  was  entitled  to  a  benefit  referred  to  in  such  paragraph  for 

22  such  subsequent  month  on  the  basis  of  such  wages  and  self- 
2^  employment  income  of  such  individual. 

^  (d)  The  amendments  made  by  this  section  shall  be 

^  applicable  with  respect  to  monthly  benefits  under  title  II 

^  of  the  Social  Security  Act  for  months  beginning  with  the 
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1  month  in  which  this  Act  is  enacted  on  the  basis  of  an  appli- 

2  cation  filed  in  or  after  such  month. 

3  (63)d/s ability  insurance  for  the  blind 

4  Sec.  125.  (a)(1)  Section  223  (a )  (1)(B)  of  the  Social 

5  Security  Act  is  amended  to  read  as  follows: 

6  "(B)  in  the  case  of  any  individual  (other  than  an 

7  individual  whose  disability  is  blindness,  as  defined  in 

8  subsection  (c)(2)),  has  not  attained  the  age  of  65". 

9  (2)  Subsection  (a)(1)  of  section  223  of  such  Act  is 

10  amended  by  striking  out  uthe  month  in  which  he  attains 

11  age  65"  and  inserting  in  lieu  thereof  "in  the  case  of  any 

12  individual  (other  than  an  individual  whose  disability  is 

13  blindness,  as  defined  in  subsection   (c)  (2) ),   the  month 

14  in  which  he  attains  age  65" . 

15  (3)  That  part  of  paragraph  (2)  of  section  223(a) 

16  of  such  Act  which  precedes  subparagraph  (A)  thereof  is 

17  amended  by  inserting  immediately  after  "(if  a  man)"  the 
13  following:  ",  and  (in  the  case  of  any  individual  whose  dis- 

19  ability  is  blindness,  as  defined  in  subsection  (c)(2))  as 

20  though  he  were  a  fully  insured  individual," . 

21  (b)(1)  Paragraph  (1)  of  subsection  (c)  of  section 

22  223  of  such  Act  is  amended — 

23  (A)  by  inserting  "(other  than  an  individual  whose 

24  disability  is  blindness,  as  defined  in  paragraph  (2))" 

25  after  "An  individual" ;  and 

26  (B)  by  adding  at  the  end  thereof  the  following  new 
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1  sentence:  "An  individual  whose  disability  is  blindness 

2  (as  defined  in  paragraph  (2))  shall  be  insured  for 

3  disability  insurance  benefits  in  any  month  if  he  had 

4  not  less  than  six  quarters  of  coverage  before  the  quar- 

5  ter  in  which  such  month  occurs". 

6  (2)  Paragraph  (2)  of  subsection  (c)  of  section  223 

7  of  such  Act  is  amended  by  striking  out  the  first  sentence 

8  and  inserting  in  lieu  thereof  the  following:  "The  term  'dis- 

9  ability'  means  (A)  inability  to  engage  in  any  substantial 
10  gainful  activity  by  reason  of  any  medically  determinable 
H  physical  or  mental  impairment  which  can  be  expected  to 
1^  result  in  death  or  to  be  of  long-continued  and  indefinite  dura- 
1^  tion,  or  (B)  blindness.    The  term  lblindnessJ  means  central 

14  visual  acuity  of  20/200  or  less  in  the  better  eye  with  the 

15  use  of  correcting  lenses,  or  visual  acuity  greater  than  20/200 

16  if  accompanied  by  a  limitation  in  the  fields  of  vision  such 

17  that  the  widest  diameter  of  the  visual  field  subtends  an  angle 

18  no  greater  than  twenty  degrees". 

19  (c)(1)  The  first  sentence  of  section  216(i)(l)  of 

20  such  Act  is  amended  by  striking  out  "(B)"  and  all  that 

21  follows,  and  inserting  in  lieu  thereof  the  following:  "(B) 

22  blindness  (as  defined  in  section  223(c)  (2) )." 

23  (2)  The  second  sentence  of  such  section  216(i)(l) 

24  is  hereby  repealed. 

25  (d)  The  first  sentence  of  section  222(b)(1)  of  such 

26  Act  is  amended  by  inserting  "(other  than  such  an  indi- 
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2  vidual  whose  disability  is  blindness,  as  defined  in  section 

2  223(e)  (2) )"  after  "an  individual  entitled  to  disability 

3  insurance  benefits", 

4  (e)  The  amendments  made  by  this  section  shall  apply 

5  only  with  respect  to  monthly  benefits  under  title  II  of  the 

6  Social  Security  Act  for  months  after  the  month  in  which  this 

7  Act  is  enacted,  on  the  basis  of  applications  for  such  benefits 

8  filed  in  or  after  such  month. 

9  C64)  TITLE  II— HEALTH   CARE  INSURANCE 

10  FOR  THE  AGED 

11  Sec.  201.  This  title  may  be  cited  as  the  "Hospital 

12  Insurance  Act  of  1964". 

13  Part  A— Hospital  Insurance  Benefits  for  the  Aged 

14  FINDINGS  AND  DECLARATION  OF  PURPOSE 

15  Sec.  211.  (a)  The  Congress  hereby  finds  that  (1)  the 

16  heavy  costs  of  hospital  care  and  related  health  care  are  a 

17  grave  threat  to  the  security  of  aged  individuals,  (2)  most  of 

18  them  are  not  able  to  qualify  for  and  to  afford  private  in- 

19  surance  adequately  protecting  them  against  such  costs,  (3) 

20  many  of  them  are  accordingly  forced  to  apply  for  private  or 

21  public  aid,  accentuating  the  financial  difficulties  of  hospitals 

22  and  private  or  public  welfare  agencies  and  the  burdens  on 

23  the  general  revenues,  and  (4)  it  is  in  the  interest  of  the 

24  general  welfare  for  financial  burdens  resulting  from  hospital 

25  services  and  related  services  required  by  these  individuals 

26  to  be  met  primarily  through  social  insurance. 


84 

1  (b)  The  purposes  of  this  Act  are  (1)  to  provide  aged 

2  individuals  entitled  to  benefits  under  the  old-age,  survivors, 

3  and  disability  insurance  system  or  the  railroad  retirement 

4  system  with  basic  protection  against  the  costs  of  inpatient 

5  hospital  services,  and  to  provide,  in  addition,  as  an  alter- 

6  native  to  inpatient  hospital  care,  protection  against  the  costs 

7  of  certain  skilled  nursing  facility  services,  home  health  serv- 

8  ices,  and  outpatient  hospital  diagnostic  services;  to  utilize 

9  social  insurance  for  financing  the  protection  so  provided;  to 

10  encourage,  and  make  it  possible  for,  such  individuals  to  pur- 

11  chase  protection  against  other  health  costs  by  providing  in 

12  such  basic  social  insurance  protection  a  set  of  benefits  which 

13  can  easily  be  supplemented  by  a  State,  private  insurance,  or 

14  other  methods;  to  assure  adequate  and  prompt  payment  on 

15  behalf  of  these  individuals  to  the  providers  of  these  services; 

16  and  to  do  these  things  in  a  manner  consistent  with  the  dignity 

17  and  self-respect  of  each  individual,  without  interfering  in 

18  any  way  with  the  free  choice  of  physicians  or  other  health 

19  personnel  or  facilities  by  the  individual,  and  without  the  ex- 

20  ercise  of  any  Federal  supervision  or  control  over  the  prac- 

21  tice  of  medicine  by  any  doctor  or  over  the  manner  in  which 

22  medical  services  are  provided  by  any  hospital;  and  (2)  to 

23  provide  such  basic  protection,  financed  from  general  revenues, 

24  to  those  persons  who  are  now  age  65  or  over  or  who  will 

25  reach  age  65  within  the  next  several  years  and  who  are  not 

26  eligible  for  benefits  under  the  old-age,  survivors,  and  dis- 

27  ability  insurance  or  railroad  retirement  systems. 
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1  (c)  It  is  hereby  declared  to  be  the  policy  of  the  Con- 

2  gress  that  skilled  nursing  facility  services  for  which  pay- 

3  ment  may  be  made  under  this  Act  shall  be  utilized  in  lieu 

4  of  inpatient  hospital  services  where  skilled  nursing  facility 

5  services  would  suffice  in  meeting  the  medical  needs  of  the 
"  patient,  and  that  home  health  services  for  which  payment 
^  may  be  made  under  this  Act  shall  be  utilized  in  lieu  of  in- 
8  patient  hospital  or  skilled  nursing  facility  services  where 
^  home  health  services  would  suffice. 

^  (d)  It  is  further  declared  to  be  the  policy  of  the  Con- 

H  gress  that  no  individual  who  receives  aid  or  assistance  (in- 
eluding  medical  or  any  other  type  of  remedial  care)  under 
a  State  plan  approved  under  I,  IV,  X,  XIV,  or  XVI 

14  of  the  Social  Security  Act  shall  receive  less  benefits  or  be 

15  otherwise  disadvantaged  by  reason  of  the  enactment  of  this 

16  Act. 

17  BENEFITS 

18  Sec.  212.  The  Social  Security  Act  is  amended  by  add- 

19  ing  after  title  XVII  the  following  new  title: 

20  "TITLE  XVIII— HOSPITAL  INSURANCE 

21  BENEFITS  FOR  THE  AGED 

22  "prohibition  against  any  federal  interference 

23  "Sec.  1801.  Nothing  in  this  title  shall  be  construed 

24  to  authorize  any  Federal  officer  or  employee  to  exercise  any 

25  supervision  or  control  over  the  practice  of  medicine  or  the 

26  manner  in  which  medical  services  are  provided,  or  over  the 
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1  selection,  tenure,  or  compensation  of  any  officer  or  employee 

2  of  any  hospital,  skilled  nursing  facility,  or  home  health 

3  agency;  or  to  exercise  any  supervision  or  control  over  the 

4  administration  or  operation  of  any  such  hospital,  facility,  or 

5  agency. 

6  "free  choice  by  patient  guaranteed 

7  "Sec.  1802.  Any  individual  entitled  to  have  payment 

8  made  under  this  title  for  services  furnished  him  may  obtain 

9  inpatient  hospital  services,  skilled  nursing  facility  services, 
10  home  health  services,  or  outpatient  hospital  diagnostic  serv- 
H  ices  from  any  provider  of  services  with  which  an  agreement 

12  is  in  effect  under  this  title  and  which  undertakes  to  provide 

13  him  such  services. 

14  "description  of  services 

15  "Sec.  1803.  For  purposes  of  this  title— 

16  "Inpatient  Hospital  Services 

17  "(a)    The   term   1  inpatient  hospital  services1  means 

18  the  following  items  and  services  furnished  to  an  inpatient  in 

19  a  hospital  and  ( except  as  provided  in  paragraph  (3)  )  by 

20  the  hospital — 

21  u(l)  bed  and  board, 

22  "(2)  such  nursing  services  and  other  related  serv- 

23  ices,  such  use  of  hospital  facilities,  and  such  medical 

24  social  services  as  are  customarily  furnished  by  the  hos- 

25  pital  for  the  care  and  treatment  of  inpatients,  and  such 

26  drugs,  biologicals,  supplies,  appliances,  and  equipment, 
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1  for  use  in  the  hospital,  as  ate  customarily  furnished  by 

2  such  hospital  for  the  care  and  treatment  of  inpatients,  and 

3  "(3)  such  other  diagnostic  or  therapeutic  items  or 

4  services,  furnished  by  the  hospital  or  by  others  under 

5  arrangements  with  them  made  by  the  hospital,  as  are 

6  customarily  furnished  to  inpatients  either  by  such  hospi- 
^  tal  or  by  others  under  such  arrangements; 

8  excluding,  however — 

9  "(4)  medical  or  surgical  services  provided  by  a 
1®  physician,  resident,  or  intern,  except  services  provided 
H  in  the  field  of  pathology,  radiology,  physiatry,  or  anes- 

thesiology,  and  except  services  provided  in  the  hospital 

-JO 

by  an  intern  or  a  resident-in-training  under  a  teaching 

14  program  approved  by  the  Council  on  Medical  Education 

15  of  the  American  Medical  Association  ( or,  in  the  case 

16  of  an  osteopathic  hospital,  approved  by  a  recognized 

17  body  approved  for  the  purpose  by  the  Secretary) ,  and 

18  "(5)  the  services  of  a  private-duty  nurse. 

19  "Skilled  Nursing  Facility  Services 

20  "(b)  The  term  1  skilled  nursing  facility  services1  means 

21  the  following  items  and  services  furnished  to  an  inpatient 

22  in  a  skilled  nursing  facility,  after  transfer  from  a  hospital 

23  in  which  he  was  an  inpatient,  and  (except  as  provided  in 

24  paragraph  (3) )  by  such  skilled  nursing  facility — 

25  "(1)  nursing  care  provided  by  or  under  the  super- 

26  vision  of  a  registered  professional  nurse, 
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1  "(2)  bed  and  board  in  connection  with  the  fur- 

2  nishing  of  such  nursing  care, 

3  "(3)    physical,   occupational,   or  speech  therapy 

4  furnished  by  the  skilled  nursing  facility  or  by  others 

5  under  arrangements  with  them  made  by  the  facility, 

6  "  (4)  medical  social  services, 

7  "(5)  such  drugs,  biologicals,  supplies,  appliances, 

8  and  equipment,  furnished  for  use  in  the  skilled  nursing 

9  facility,  as  are  customarily  furnished  by  such  facility 
10  for  the  care  and  treatment  of  inpatients, 

H  "(6)  medical  services  provided  by  an  intern  or 

12  resident-in-training  of  the  hospital,  with  which  the  facil- 

l^  ity  is  affiliated  or  under  common  control,  under  a  teach- 

14  ing  program  of  such  hospital  approved  as  provided  in 

15  subsection  (a)(4),  and 

16  "(7)  such  other  services  necessary  to  the  health 

17  of  the  patients  as  are  generally  provided  by  skilled  nurs- 

18  ing  facilities; 

19  excluding,  however   any  item  or  service  if  it  would  not  be 

20  included  under  subsection  (a)  if  furnished  to  an  inpatient 

21  in  a  hospital. 

22  "Home  Health  Services 

23  "(c)  The  term  'home  health  services'  means  the  fol- 

24  lowing  items   and  services  furnished  to   an  individual, 

25  who   is   under   the   care   of   a   physician,   by   a  home 
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1  health  agency  or  by  others  under  arrangements  with  them 

2  made  by  such  agency,  under  a  plan  (for  furnishing  such 

3  items  and  services  to  such  individual)  established  and  pe- 

4  riodically  reviewed  by  a  physician,  which  items  and  serv- 

5  ices  are  provided  in  a  place  of  residence  used  as  such  individr- 

6  uaVs  home — 

7  "(1)  part-time  or  intermittent  nursing  care  pro- 

8  vided  by  or  under  the  supervision  of  a  registered  pro- 

9  fessional  nurse, 

10  "(2)  physical,  occupational,  or  speech  therapy, 

H  "(3)  medical  social  services, 

12  "(4)  to  the  extent  permitted  in  regulations,  part- 

13  time  or  intermittent  services  of  a  home  health  aid, 

14  "(5)  medical   supplies    (other   than   drugs  and 

15  biologicals) ,  and  the  use  of  medical  appliances,  while 

16  under  such  a  plan,  and 

17  "(6)  in  the  case  of  a  home  health  agency  which 

18  is  affiliated  or  under  common  control  with  a  hospital, 

19  medical  services  provided  by  an  intern  or  resident-in- 

20  training  of  such  hospital,  under  a  teaching  program  of 

21  such  hospital  approved  as  provided  in  subsection  (a) 

22  (4); 

23  excluding,  however,  any  item  or  service  if  it  would  not  be 

24  included  under  subsection  (a)  if  furnished  to  an  inpatient  in 

25  a  hospital. 
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1  "Outpatient  Hospital  Diagnostic  Services 

2  "(d)  The  term  'outpatient  hospital  diagnostic  services' 

3  means  diagnostic  services — 

4  "(1)  which  are  furnished  to  an  individual  as  an 

5  outpatient  by  a  hospital  or  by  others  under  arrange- 

6  ments  with  them  made  by  a  hospital,  and 

7  "(2)  which   are  customarily  furnished  by  such 

8  hospital  (or  by  others  under  such  arrangements)  to  its 

9  outpatients  for  the  purpose  of  diagnostic  study; 

10  excluding,  however — 

11  "(3)  any  item  or  service  if  it  would  not  be  in- 

12  eluded  under  subsection  (a)  if  furnished  to  an  inpatient 
13 

in  a  hospital;  and 

14  "(4)  any  services  furnished  under  such  arrange- 

15  ments  unless  (A)  furnished  in  the  hospital  or  in  other 

16  facilities  operated  by  or  under  the  supervision  of  the  hos- 

17  pital,  and  (B)  in  the  case  of  professional  services,  fur- 

18  nished  by  or  under  the  responsibility  of  members  of 

19  the  hospital  medical  staf  acting  as  such  members. 

20  "Drugs  and  Biologicals 

21  "(e)    The   term   'drugs'   and  the   term  'biologicals', 

22  except  for  purposes  of  subsection  (c)  (5)  of  this  section, 

23  include  only  such  drugs  and  biologicals,  respectively,  as  are 

24  included  in  the   United  States  Pharmacopoeia,  National 

25  Formulary,  New  and  Non-Official  Drugs,  or  Accepted  Den- 

26  tal  Remedies,  or  are  approved  by  the  pharmacy  and  drug 
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1  therapeutics  committee   (or  equivalent  committee)   of  the 

2  medical  staff  of  the  hospital  furnishing  such  drugs  or  biologi- 

3  cals  ( or  of  the  hospital  with  which  the  skilled  nursing  facility 

4  furnishing  such  drugs  or  biologicals  is  affiliated  or  is  under 

5  common  control). 

"  "Arrangements  for  Certain  Services 

7  "(f)  As  used  in  this  section,  the  term  'arrangements' 

°  is  limited  to  arrangements  under  which  receipt  of  payment 

^  by  the  hospital,  skilled  nursing  facility,  or  home  health  agency 

10  (whether  in  its  own  right  or  as  agent),  as  the  case  may  be, 

H  with  respect  to  services  for  which  an  individual  is  entitled  to 
have  payment  made  under  this  title,  discharges  the  liability 
of  such  individual  or  any  other  person  to  pay  for  the  services. 

14  "deductible;  duration  of  services 

15  "Deductible 

16  "Sec.  1804.  (a)(1)  Except  as  provided  in  subsection 

17  (c),  payment  for  inpatient  hospital  services  furnished  an 

18  individual  during  any  benefit  period  shall  be  reduced  by  a 

19  deduction  equal  to  $20,  or  if  greater,  $10  multiplied  by  the 

20  number  of  days,  not  exceeding  nine,  for  which  he  received 

21  such  services  in  such  period. 

22  "(2)  Payment  for  outpatient  hospital  diagnostic  serv- 

23  ices  furnished  an  individual  during  any  thirty-day  period 

24  shall  be  reduced  by  a  deduction  equal  to  $20.    For  purposes 

25  of  the  preceding  sentence,  a  thirty-day  period  for  any  indi- 

26  vidual  is  a  period  of  thirty  consecutive  days  beginning  with 
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1  the  first  day  (not  included  in  a  previous  such  period)  on 

2  which  he  is  entitled  to  benefits  under  this  title  and  on  which 

3  outpatient  hospital  diagnostic  services  are  furnished  him. 

4  "Cost  Sharing 

5  "(3)  (A)  For  the  purpose  of  maintaining  the  Hospital 

6  Insurance  Trust  Fund  on  an  actuarially  sound  basis  if  the 

7  average  per  diem  cost  of  inpatient  hospital  services  increases 
9  and  the  maximum  amount  of  earnings  on  which  contributions 
9  to  such  trust  fund  are  based  is  not  increased  proportion- 

10  ately,  payment  for  inpatient  hospital  services  furnished  an 

H  individual  after  December  31,  1968,  during  a  benefit  period 

12  shall  be  reduced  by  a  deduction  (in  addition,  in  the  case 

13  of  an  individual  who  has  not  made  an  election  pursuant 

14  to  subsection  (c),  to  the  deduction  imposed  pursuant  to 

15  subsection  (a) )  equal  to  the  applicable  average  per  diem 

16  rate  differential  determined  under  paragraph  (2),  multiplied 

17  by  the  number  of  days  of  such  services  in  such  period  for 

18  which  payment  may  be  made  under  this  title. 

19  "(2)  The  Secretary  shall,  between  July  1  and  Octo- 

20  her  1  of  the  year  1968  and  each  even-numbered  year  there- 

21  after,  promulgate  the  average  per  diem  rate  differential 

22  which  shall  be  applicable  for  the  purposes  of  paragraph  (1) 

23  in  the  case  of  days  of  inpatient  hospital  services  furnished 

24  during  the  two  succeeding  calendar  years.   Such  differential 

25  shall  be  the  amount  determined — 

26  "(A)  by   multiplying    (i)    $36    (the  estimated 
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1  average  per  diem  rate  for  inpatient  hospital  services  for 

2  1964  and  1965)  by  (ii)  the  ratio  of 

3  "(I)  the  maximum  on  the  amount  of  remunera- 

4  tion  paid  during  such  two  succeeding  calendar  years 

5  which   may,   under  section   3121(a)(1)    of  the 

6  Internal  Revenue  Code  of  1954,  be  counted  as  wages 

7  for  purposes  of  chapter  21  of  such  Code  (or,  if 

8  there  is  a  different  maximum  for  each  of  such  two 

9  years,  the  average  of  such  maxima ) ,  to 
10  "(II)  $5,600,  and 

H  "(B)  by  subtracting  the  product  derived  thereby 

12  from  the  current  average  per  diem  rate  for  inpatient 

IS  hospital  services; 


14  except  that  if  the  result  obtained  under  clauses  (A)  and  (B) 

15  is  not  a  multiple  of  $2,  it  shall — 


16  "(C)  if  it  is  a  multiple  of  $1,  be  raised  to  the 

17  next  higher  multiple  of  $2,  or 

18  "(D)  if  it  is  less  than  $1,  be  reduced  to  zero,  or 

19  "(E)  in  any  other  case  be  rounded  to  the  nearest 

20  multiple  of  $2. 


21  //  the  differential  determined  under  the  preceding  sentence 

22  is  a  negative  amount,  it  shall  be  deemed  instead  to  be  zero. 

23  The  determination  of  the  current  average  per  diem  rate  for 

24  purposes  of  any  promulgation  under  this  paragraph  shall  be 

25  based  on  the  best  information  available  to  the  Secretary  ( at 

26  the  time  the  determination  is  made)  as  to  the  amounts  paid 
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1  under  this  title  on  account  of  inpatient  hospital  services  fur- 

2  nished,  during  the  two  calendar  years  preceding  such  determi- 

3  nation  by  hospitals  which  have  agreements  in  effect  under 

4  section  1810,  to  individuals  who  are  entitled  to  insurance 

5  benefits  under  this  title. 

6  "Duration  of  Services 

1  "(b)  Payment  under  this  title  for  services  furnished 

8  any  individual  during  a  benefit  period  may  not  be  made 

9  for — 

10  "(1)  inpatient  hospital  services  furnished  to  him 

H  during  such  period  after  such  services  have  been  fur- 

1^  nished  to  him  for  90  days  during  such  period,  except 

1^  as  provided  in  subsection  (c)  ;  or 

14  "(%)  skilled  nursing  facility  services  furnished  to 

15  Aim  during  such  period  after  such  services  have  been 

16  furnished  him  for  60  days  during  such  period. 

l^  T^or  purposes  of  the  preceding  provisions  of  this  subsection, 

1°  inpatient  hospital  services  or  skilled  nursing  facility  services 

19  s/m/?     counted  only  if  payment  is  or  would,  except  for  this 

^  subsection  and  except  for  the  failure  to  comply  with  the 

^1  procedural  and  other  requirements  of  or  under  section  1809 

^  (a)  (1),  be  made  with  respect  to  such  services  under  this 

^  title.    Payment  under  this  title  for  home  health  services 

^*  furnished  an  individual  during  a  calendar  year  may  not  be 

^  made  for  any  such  services  after  such  services  have  been 

^  furnished  him  during  240  visits  in  such  year. 
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1  "Election  as  to  Duration  of  Inpatient  Hospital  Services 

2  and  Deductible 

£  "(c)(1)  An  individual  may  elect,  instead  of  the  num- 

4  her  of  days  in  a  benefit  period  for  which  payment  may  be 

5  made  for  inpatient  hospital  services  furnished  to  him  speci- 

6  fied  in  subsection  (b)(1) — 

7  "(A)  to  have  such  number  of  days  for  each  benefit 

8  period  increased  to  180,  and,  in  such  case,  the  payment 

9  under  this  title  for  inpatient  hospital  services  furnished 

10  him  during  any  benefit  period  shall,  instead  of  being 

11  reduced  by  the  deduction  specified  in  subsection  (a)(1), 

12  be  reduced  by  a  deduction  equal  to  either  (i)  2\  times 
1^  the  average  per  diem  rate  for  such  services,  determined 
14  under  paragraph  (4),  or  (ii)  if  less,  the  charges  cus- 
1^  tomarily  made  for  such  services  by  the  hospital  which 

16  furnished  them,  or 

17  "(B)  to  have  such  number  of  days  reduced  to  45 

18  for  each  benefit  period  and,  in  such  case,  the  reduction, 

19  provided  in  subsection  (a)(1),  in  the  payment  under 

20  this  title  for  inpatient  hospital  services  furnished  during 

21  any  benefit  period  shall  not  apply  to  him. 

22  "(£)  An  individual  may  make  an  election  under 

23  paragraph  (1)  only  on  such  form  or  forms  and  in  such 


tion  shall  be  valid  only  if  made  before  the  month  pre- 
ceding, and  after  the  fourth  month  preceding,  the  first 
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j  month  in  which  he  both  has  attained  the  age  of  65  and 

2  is  eligible  for  the  benefits  referred  to  in  section  1805 

3  (a)(2) ;  except  that  if  such  first  month  occurs  before 

4  January  1966,  such  election  shall  be  valid  only  if  made 

5  after  May  1965  and  before  December  1965.   For  pur- 

6  poses  of  the  preceding  sentence,  (A )  an  individual  shall 

7  be  regarded  as  eligible  for  benefits  for  a  month  if  he  is 

8  or,  upon  filing  application  for  such  benefits  in  such 

9  month,  would  be  entitled  to  such  benefits,  and  (B)  an 

10  individual  to  whom  section  214  of  the  Hospital  Insur- 

11  once  Act  of  1964  applies  shall  be  deemed  eligible  for 

12  the  benefits  referred  to  in  such  section  1805(a)  (2)  for 

13  and  after  the  month  in  ivhich  he  attains  the  age  of  65. 

14  "(3)  An  individual  shall  be  permitted  only  one 

15  election  under  this  subsection  and  such  election  shall 

16  be  irrevocable. 

17  "(4)   The  Secretary  shall,  between  July  1  and 

18  October  1  of  the  calendar  year  1967  and  of  each  calendar 

19  year  thereafter,  promulgate  the  average  per  diem  rate 

20  for  inpatient  hospital  services  which  shall  be  applicable 

21  in  the  case  of  benefit  periods  beginning  during  the  suc- 

22  ceeding  year.    Such  promulgation  shall  be  based  on  the 

23  best  information  available  to  the  Secretary  (at  the  time 

24  the  determination  is  made)  as  to  the  amounts  paid  under 

25  this  title  on  account  of  inpatient  hospital  services  fur- 

26  nished,  during  the  calendar  year  preceding  such  deter- 
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1  mination,  by  hospitals,  with  which  agreements  under 

2  section  1810  are  in  efiect,  to  individuals  who  are  entitled 

3  to  have  such  payments  made  with  respect  to  such 

4  services;  and  the  amount  so  determined  shall  be  rounded 

5  to  the  nearest  $1,  or,  if  it  is  a  multiple  of  $0.50  but  not 

6  of  $1,  to  the  next  higher  $1.    For  benefit  periods  be- 

7  ginning  prior  to  the  calendar  year  1968,  such  average 

8  per  diem  rate  shall  be  $37. 

9  "Benefit  Period 

10  "(d)  For   the   purposes   of   this   section,   a  'benefit 

11  period?  with  respect  to  any  individual  means  a  period  of 

12  consecutive  days — 

13  "(1)  beginning  with  the  first  day  (not  included  in 

14  a  previous  benefit  period)  (A)  on  which  such  individ- 

15  ual  is  furnished  inpatient  hospital  services  or  skilled 

16  nursing  facility  services  and  (B)  which  occurs  in  a 

17  month  for  which  he  is  entitled  to  insurance  benefits 

18  under  this  title,  and 

19  "(2)  ending  with  the  ninetieth  day  thereafter  on 

20  each  of  which  he  is  neither  an  inpatient  in  a  hospital 

21  nor  an  inpatient  in  a  skilled  nursing  facility  (whether 

22  or  not  such  90  days  are  consecutive),  but  only  if  such 

23  90  days  occur  within  a  period  of  not  more  than  180 

24  consecutive  days. 
H.R.  11865  4 
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1  "entitlement  to  benefits 

2  "Sec.  1805.  (a)  Every  individual  who— 

3  "(1)  has  attained  the  age  of  65,  and 

4  "(2)  is  entitled  to  monthly  insurance  benefits  un- 

5  der  section  202, 


6  shall  be  entitled  to  insurance  benefits  under  this  title  for 

7  each  month  for  which  he  is  entitled  to  such  benefits  under 

8  section  202,  beginning  with  the  first  month  after  December 

9  1965  with  respect  to  which  he  meets  the  conditions  specified 
10  in  paragraphs  (1)  and  (2). 


H  "(b)  For  the  purposes  of  this  section — 

12  "(1)    entitlement  of  an  individual  to  insurance 

13  benefits  under  this  title  for  a  month  shall  consist  of 

14  entitlement  to  have  payment  made  under,  and  subject  to 

15  the  limitations  in;  this  title  on  his  behalf  for  inpatient 

16  hospital  services,  skilled  nursing  facility  services,  home 

17  health  services,  and  outpatient  hospital  diagnostic  serv- 

18  ices  furnished  him  in  the  United  States  during  such 

19  month;  and 

20  "(2)  an  individual  shall  be  deemed  entitled  to 

21  monthly  insurance  benefits  under  section  202  for  the 

22  month  in  which  he  died  if  he  would  have  been  entitled 

23  to  such  benefits  for  such  month  had  he  died  in  the  next 

24  month. 

25  "(c)  Notwithstanding  the  preceding  provisions  of  this 


26   section,  no  payments  may  be  made  under  this  title  for  inpatient 
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1  hospital  services,  outpatient  hospital  diagnostic  services,  or 

2  home  health  services  furnished  an  individual  prior  to  July  1, 

3  1965,  or  for  skilled  nursing  facility  services  furnished  him 

4  prior  to  January  1, 1966. 

5  "definitions  of  providers  of  services 

6  "Sec.  1806.  For  purposes  of  this  title — 

7  "Hospital 

8  "(a)  The  term  'hospital'  (except  for  purposes  of  sec- 

9  tion  1804(d)  (2) ,  section  1809(f),  paragraph  (6)  of  this 

10  subsection,  and  so  much  of  section  1803(b)  as  precedes 

11  paragraph  (1)  thereof)  means  an  institution  which — 

12  "(1)  is  primarily  engaged  in  providing,  by  or 

13  under  the  supervision  of  physicians  or  surgeons,  to 

14  inpatients  (A)  diagnostic  services  and  therapeutic  serv- 

15  ices  for  medical  diagnosis,  treatment,  and  care  of  injured, 

16  disabled,  or  sick  persons,  or  (B)  rehabilitation  facilities 

17  and  services  for  the  rehabilitation  of  injured,  disabled, 

18  or  sick  persons, 

19  "(2)  maintains  clinical  records  on  all  patients, 

20  "(3)  has  bylaws  in  effect  with  respect  to  its  staff 

21  of  physicians, 

22  u(£)  continuously  provides  twenty-four-hour  nurs- 

23  ing  service  rendered  or  supervised  by  a  registered  profes- 

24  sional  nurse, 

25  "(5)  has  in  effect  a  hospital  utilization  review  plan 

26  which  meets  the  requirements  of  subsection  (e), 
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1  "(6)  in  the  case  of  an  institution  in  any  State  in 

2  which  State  or  applicable  local  law  provides  for  the  li- 
ft censing  of  hospitals,  (A)  is  licensed  pursuant  to  such  law 

4  or  (B)  is  approved,  by  the  agency  of  such  State  respon- 

5  sible  for  licensing  hospitals,  as  meeting  the  standards  es- 

6  tablished  for  such  licensing,  and 

7  "(7)  meets  such  other  of  the  requirements  prescribed 

8  for  the  accreditation  of  hospitals  by  the  Joint  Commission 

9  on  the  Accreditation  of  Hospitals,  as  the  Secretary  finds 

10  necessary  in  the  interest  of  the  health  and  safety  of  indi- 

11  viduals  who  are  furnished  services  by  or  in  the  institution. 

12  For  purposes  of  section  1804(d)  (2),  such  term  includes  any 

13  institution  which  meets  the  requirements  of  paragraph  (1) 

14  of  this  subsection.    For  purposes  of  section  1809(f)  (in- 

15  eluding  determination  of  whether  an  individual  received  in- 

16  patient  hospital  services  for  purposes  of  such  section  1809 

17  (f)),  and  so  much  of  section  1803(b)  as  precedes  pura- 

18  graph  (1)  thereof,  such  term  includes  any  institution  which 

19  meets  the  requirements  of  paragraphs  (1),  (2),  (4),  and 

20  (6)  of  this  subsection.    Notwithstanding  the  preceding  pro- 

21  visions  of  this  subsection,  such  term  shall  not,  except  for 

22  purposes  of  section  1804(d)  (2) ,  include  any  institution 

23  which  is  primarily  for  the  care  and  treatment  of  tubercu- 

24  losis  or  mentally  ill  patients. 

25  "Skilled  Nursing  Facility 

26  "(b)   The  term  'skilled  nursing  facility1  means  (ex- 

27  cept  for  purposes  of  section  1804(d)  (2) )  an  institution 
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1  (or  a  distinct  part  of  an  institution)  which  is  affiliated  or 

2  under  common  control  with  a  hospital  having  an  agreement 

3  in  effect  under  section  1810  and  which — 

4  u(l)  is  primarily  engaged  in  providing  to  in- 

5  patients  (A)  skilled  nursing  care  and  related  services 

6  for  patients  who  require  planned  medical  or  nursing  care 
^  or  (B)  rehabilitation  services, 

8  "(2)  has   policies,    which   are   established   by  a 

9  group  of  professional  personnel  (associated  with  the 
*®  facility),  including  1  or  more  physicians  and  1  or 
H  more  registered  professional  nurses,  to  govern  the  skilled 

nursing  care  and  related  medical  or  other  services  it  pro- 
vides  and  which  include  a  requirement  that  every 

14  patient  must  be  under  the  care  of  a  physician, 

15  "(3)   has  a  physician,  a  registered  professional 

16  nurse,  or  a  medical  staff  responsible  for  the  execution 

17  of  such  policies, 

18  "(A)   maintains  clinical  records  on  all  patients, 

19  11  (5)  continuously  provides  twenty-four-hour  nurs- 

20  ing  service  rendered  or  supervised  by  a  registered  pro- 

21  fessional  nurse, 

22  u  (6)   operates  under  a  utilization  review  plan, 

23  which  has  been  made  applicable  to  it  under  subsection 

24  (g),  of  the  hospital  with  which  it  is  affiliated  or  under 

25  common  control, 

26  11  (7)  in  the  case  of  an  institution  in  any  State  in 


102 

1  ivhich  State  or  applicable  local  law  provides  for  the 

2  licensing  of  institutions  of  this  nature,  (A)  is  licensed 

3  pursuant  to  such  law,  or  (B)  is  approved,  by  the  agency 

4  of  such  State  responsible  for  licensing  institutions  of 

5  this  nature,  as  meeting  standards  established  for  such 

6  licensing;  and 

7  "(8)  meets  such  other  conditions  of  participation 

8  under  this  section  as  the  Secretary  may  find  necessary 

9  in  the  interest  of  the  health  and  safety  of  individuals 
10  who  are  furnished  services  by  or  in  such  institution; 
H  except  that  such  term  shall  not  (other  than  for  purposes 

12  of  section  1804(d)  (2) )  include  any  institution  which  is 

13  primarily  for  the  care  and  treatment  of  tuberculosis  or 

14  mentally  ill  patients.    For  purposes  of  section  1804(d)  (2), 

15  such  term  includes  any  institution  which  meets  the  require- 

16  ments  of  paragraph  (1)  of  this  subsection. 

17  "Home  Health  Agency 

18  "(c)  The  term  'home  health  agency'  means  an  agency 

19  which — 

20  "(1)  is  a  public  agency,  or  a  private  nonprofit 

21  organization  exempt  from  Federal  income  taxation  under 

22  section  501  of  the  Internal  Revenue  Code  of  1954, 

23  "(2)  is  primarily  engaged  in  providing  skilled 

24  nursing  services  or  other  therapeutic  services, 

25  "(3)  has  policies,  established  by  a  group  of  pro- 
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1  fessional  personnel  (associated  with  the  agency),  in- 

2  eluding  1  or  more  physicians  and  1  or  more  regis- 

3  tered  professional  nurses,  to  govern  the  service  (re- 

4  f erred  to  in  paragraph  (2)  )  which  it  provides, 

5  "(4)  maintains  clinical  records  on  all  patients, 

6  li  (5)  in  the  case  of  an  agency  in  any  State  in 

7  which  State  or  local  law  provides  for  the  licensing  of 

8  agencies  of  this  nature,   (A)  is  licensed  pursuant  to 

9  such  law,  or  (B )  is  approved,  by  the  agency  of  such 
10  State  responsible  for  licensing  agencies  of  this  nature, 
H  as  meeting  standards  established  for  such  licensing,  and 

12  "(6)  meets  such  other  conditions  of  participation 

13  as  the  Secretary  may  find  necessary  in  the  interest  of 

14  the  health  and  safety  of  individuals  who  are  furnished 

15  services  by  such  agency; 

16  except  that  such  term  shall  not  include  any  agency  which 

17  is  primarily  for  the  care  and  treatment  of  tuberculosis  or 

18  mentally  ill  patients. 

19  "Physician 

20  "(d)  The  term  'physician' ,  when  used  in  connection 

21  with  the  performance  of  any  function  or  action,  means  an 

22  individual  (including  a  physician  within  the  meaning  of  sec- 

23  Hon  1101(a)  (7) )  legally  authorized  to  practice  surgery  or 

24  medicine  by  the  State  in  which  he  performs  such  function 

25  or  action. 
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1  "Utilization  Review 

2  "(e)  A  utilization  review  plan  of  a  hospital  shall  be 

3  deemed  sufficient  if  it  is  applicable  to  services  furnished  by 

4  the  institution  to  individuals  entitled  to  benefits  under  this 

5  title  and  if  it  provides — 

6  "(1)  f°r  the  review,  on  a  sample  or  other  basis, 

7  of  admissions  to  the  institution,  the  duration  of  stays 

8  therein,  and  the  professional  services  furnished,  (A) 

9  with  respect  to  the  medical  necessity  of  the  services,  and 
10  (B )  for  the  purpose  of  promoting  the  most  efficient  use 
H  of  available  health  facilities  and  services; 

12  "(2)  for  such  review  to  be  made  by  either  (A) 

13  a  hospital  staff  committee  composed  of  two  or  more  phy- 

14  sicians,  with  or  without  participation  of  other  profes- 

15  sional  personnel,  or  (B)  a  group  outside  the  hospital 

16  which  is  similarly  composed; 

17  "(3)  for  such  review,   in   each   case  in  which 

18  inpatient  hospital  services  are  furnished  to  such  individ- 

19  uals  during  a  continuous  period,  as  of  the  twenty-first 

20  day,  and  as  of  such  subsequent  days  as  may  be  specified 

21  in  regulations,  with  such  review  to  be  made  as  promptly 

22  after  such  twenty-first  or  subsequent  specified  day  as 

23  possible,  and  in  no  event  later  than  one  week  following 

24  such  day; 

25  "(4)  for  prompt   notification   to   the  institution, 

26  the  individual,  and  his  attending  physician  of  any  finding 
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1  (after  opportunity  for  consultation  to  such  attending 

2  physician)  by  the  physician  members  of  such  committee 

3  or  group  that  any  further  stay  therein  is  not  medically 

4  necessary. 


5  The  provisions  of  clause  (A)  of  paragraph  (2)  shall  not 

6  apply  to  any  hospital  where,  because  of  the  small  size  of  the 

7  institution  or  for  such  other  reason  or  reasons  as  may  be 

8  included  in  regulations,  it  is  impracticable  for  the  institution 

9  to  have  a  properly  functioning  staff  committee  for  the  pur- 
10  poses  of  this  subsection. 


11  u Provider  of  Services 

12  "(f)  The  term  1  provider  of  services'  means  a  hospital, 

13  skilled  nursing  facility,  or  home  health  agency. 

14  "Skilled  Nursing  Facilities  Affiliated  or  Under  Common 

15  Control  With  Hospitals 

16  "(g)  A  hospital  and  a  skilled  nursing  facility  shall  be 


17  deemed  to  be  affiliated  or  under  common  control  if,  by  reason 

18  of  a  written  agreement  between  them  or  by  reason  of  a 

19  written  undertaking  by  a  person  or  body  which  controls 

20  both  of  them,  there  is  reasonable  assurance  that — 


21  "(1)  the  facility  will  be  operated  under  standards 

22  which  are  developed  jointly  by,  or  are  agreed  to  by,  the 

23  two  institutions,  with  respect  to — 

24  "(A)  skilled  nursing  and  related  health  serv- 

25  ices  (other  than  physicians'  services), 

26  "(B)  a  system  of  clinical  records,  and 


100 

1  "(0)  appropriate  methods  and  procedures  for 

2  the  dispensing  and  administering  of  drugs  and 

3  biologicals; 

4  "(2)  timely  transfer  of  patients  will  be  effected 

5  between  the  hospital  and  the  skilled  nursing  facility 

6  whenever  such  transfer  is  medically  appropriate,  and 

7  provision  is  made  for  the  transfer  or  the  joint  use  ( to  the 

8  extent  practicable)  of  clinical  records  of  the  two  institu- 

9  tions;  and 

10  "(3)  the  utilization  review  plan  of  the  hospital 

11  will  be  extended  to  include  review  of  admissions  to, 

12  duration  of  stays  in,  and  the  professional  services  fur- 

13  nished  in  the  skilled  nursing  facility  and  including  review 

14  of  such  individual  cases  (and  at  such  intervals)  as  may 

15  be  specified  in  this  title  or  in  regulations  thereunder, 

16  and  with  notice  to  the  facility,  the  individual,  and  his  at- 

17  tending  physician  in  case  of  a  finding  ( after  opportunity 

♦ 

18  for  consultation  to  such  attending  physician)  that  fur- 

19  ther  skilled  nursing  facility  services  are  not  medically 

20  necessary. 

21  "States  and  United  States 

22  "(h)  The  term  1  State'  and  1  United  States'  shall  have 

23  the  same  meaning  as  when  used  in  title  II. 

24  "Additional  Skilled  Nursing  Facilities 

25  "({)  The  Secretary  shall,  as  soon  as  practicable  after 

26  December  31,  1965,  study  the  best  ways  of  increasing  the 
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^  availability  of  skilled  nursing  facility  care  for  beneficiaries 

2  under  this  title  under  conditions  assuring  good  quality  of 

3  care;  and,  on  the  basis  of  such  study  and  after  consultation 

4  with  associations  of  nursing  homes,  the  American  Hospital 

5  Association,  the  Joint  Commission  on  Accreditation  of  Hos- 
q  pitals,  and  other  appropriate  professional  organizations,  he 

7  may  determine  that  additional  nursing  facilities  in  which  such 

8  conditions  assuring  good  quality  of  care  exist  constitute 

9  skilled  nursing  facilities  under  subsection  (b)  if  they  meet 

10  the  requirements  of  such  subsection  (other  than  the  requirc- 

11  ment  of  affiliation  and  other  than  the  requirement  that  a 

12  hospital  utilization  review  plan  be  made  applicable)  and  if 

13  the  Secretary  finds  that  such  action  will  not  create  (or 

14  increase)  any  actuarial  imbalance  in  the  Federal  Hospital 

15  Insurance  Trust  Fund.    The  Secretary  shall  report  to  the 

16  Congress  from  time  to  time,  and  in  any  event  by  July  1, 

17  1967,  the  results  of  the  study  under  this  subsection  and  any 

18  action  taken  as  a  result  thereof. 

19  "use  of  state  agencies  and  other  organizations 

20  to  develop  conditions  of  participation  for  pro- 

21  viders  of  service 

22  "Sec.  1807.  In  carrying  out  his  functions,  relating  to 

23  determination  of  conditions  of  participation  by  providers  of 

24  services,  under  section  1806(a)  (7) ,  section  1806(b)  (8) , 

25  or  section  1806  (c)(6),  the  Secretary  shall  consult  with  the 

26  Hospital  Insurance  Benefits  Advisory  Council  established  by 
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1  section  1812,  appropriate  State  agencies,  and  recognized 

2  national  listing  or  accrediting  bodies.    Such  conditions  pre- 

3  scribed  under  any  of  such  sections  may  be  varied  for  different 

4  areas  or  different  classes  of  institutions  or  agencies  and  may, 

5  at  the  request  of  a  State,  provide  (subject  to  the  limitation 

6  provided  in  section  1806(a)(7))  higher  requirements  for 

7  such  State  than  for  other  States. 

8  "use  of  state  agencies  and  other  organizations  to 

9  determine  compliance  by  providers  of  services 

10  with  conditions  of  participation 

11  uSec.  1808.   (a)   The  Secretary  may,  pursuant  to 

12  agreement,  utilize  the  services  of  State  health  agencies  or 

13  other  appropriate  State  agencies  for  the  purposes  of  (1)  de- 

14  termining  whether  an  institution  is  a  hospital  or  skilled  nurs- 

15  i>n9  facility,  or  whether  an  agency  is  a  home  health  agency,  or 

16  (2)  providing  consultative  services  to  institutions  or  agencies 

17  to  assist  them  (A)  to  qualify  as  hospitals,  skilled  nursing 

18  facilities,  or  home  health  agencies,  (B)  to  establish  and  main- 

19  tain  fiscal  records  necessary  for  purposes  of  this  title,  and 

20  (C)  to  provide  information  which  may  be  necessary  to  per- 

21  mit  determination  under  this  title  as  to  whether  payments 

22  are  due  and  the  amounts  thereof.    To  the  extent  that  the 

23  Secretary  finds  it  appropriate,  an  institution  or  agency  which 

24  such  a  State  agency  certifies  is  a  hospital,  skilled  nursing 

25  facility,  or  home  health  agency  may  be  treated  as  such  by 

26  the  Secretary.    The  Secretary  shall  pay  any  such  State 
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1  agency,  in  advance  or  by  way  of  reimbursement,  as  may  be 

2  provided  in  the  agreement  with  it  (and  may  make  adjust- 

3  ments  in  such  payments  on  account  of  overpayments  or  un- 

4  derpayments  previously  made),  for  the  reasonable  cost  of 

5  performing  the  functions  specified  in  the  first  sentence  of  this 

6  subsection,  and  for  the  fair  share  of  the  costs  attributable  to 

7  the  planning  and  other  efforts  directed  toward  coordination 

8  of  activities  in  carrying  out  its  agreement  and  other  activi- 

9  ties  related  to  the  provision  of  services  similar  to  those  for 
10  which  payment  may  be  made  under  this  title,  or  related  to 
H  the  facilities  and  personnel  required  for  the  provision  of  such 
12  services,  or  related  to  improving  the  quality  of  such  services. 
l^         "(b)(1)  An  institution  shall  be  deemed  to  meet  the 

14  conditions  of  participation  under  section  1806(a)  (except 

15  paragraph  (5)  thereof)  if  such  institution  is  accredited  as 

16  a  hospital  by  the  Joint  Commission  on  the  Accreditation  of 

17  Hospitals.  If  such  Commission,  as  a  condition  for  accredita- 

18  tion  of  a  hospital,  hereafter  requires  a  utilization  review  plan 

19  or  imposes  another  requirement  which  serves  substantially 

20  the  same  purpose,  the  Secretary  is  authorized  to  find  that  all 

21  institutions  so  accredited  by  the  Commission  comply  also 

22  with  section  1806 (a)(5). 

23  "(2)  If  the  Secretary  finds  that  accreditation  of  an  insti- 

24  tution  by  a  national  accreditation  body,  other  than  the  Joint 

25  Commission  on  the  Accreditation  of  Hospitals,  provides 
2^  reasonable  assurance  that  any  or  all  of  the  conditions  of  sec- 
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1  twn  18&6  (a),  (b),  or  (c),  as  the  case  may  be,  are  met,  he 

2  may,  to  the  extent  he  deems  it  appropriate,  treat  such  insii- 

3  tution  as  meeting  the  condition  or  conditions  with  respect  to 

4  which  he  made  such  finding. 

5  "conditions  of  and  limitations  on  payment  for 


6  SERVICES 

7  "Requirement  of  Requests  and  Certifications 

8  "Sec.  1809.  (a)  Except  as  provided  in  subsection  (f), 

9  payment  for  services  furnished  an  individual  may  be  made 

10  only  to  eligible  providers  of  services  and  only  if — 

11  "(1)  written  request,  signed  by  such  individual 

12  except  in  cases  in  which  the  Secretary  finds  it  impractical 

13  for  the  individual  to  do  so,  is  filed  for  such  payment  in 

14  such  form,  in  such  manner,  within  such  time,  and  by 

15  such  person  or  persons  as  the  Secretary  may  by  regula- 

16  Hon  prescribe; 

17  "(2)  a  physician  certifies  (and  recertifies,  where 

18  such  services  are  furnished  over  a  period  of  time,  in 

19  such  cases  and  with  such  frequency,  appropriate  to  the 

20  case  involved,  as  may  be  provided  in  regulations)  that — 

21  "(A)  in  the  case  of  inpatient  hospital  serv- 

22  ices,  such  services  are  or  were  required  for  such 

23  individual's  medical  treatment,  or  such  services  are 

24  or  were  required  for  inpatient  diagnostic  study; 

25  "(B)  in  the  case  of  outpatient  hospital  diag- 

26  nostic  services,  such  services  are  or  were  required 

27  for  diagnostic  study; 
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1  "(C)  in  the  case  of  skilled  nursing  facility 

2  services,  such  services  are  or  were  required  because 

3  the  individual  needed  skilled  nursing  care  on  a  con- 

4  tinuing  basis  for  any  of  the  conditions  with  respect 

5  to  which  he  was  receiving  inpatient  hospital  services 

6  prior  to  transfer  to  the  skilled  nursing  facility  or  for 

7  a  condition  requiring  such  care  ivhich  arose  after 

8  such  transfer  and  while  he  was  still  in  the  facility 

9  for  treatment  of  the  condition  or  conditions  for  which 

10  he  was  receiving  such  inpatient  hospital  services; 

11  U(D)  in  the  case  of  home  health  services,  such 

12  services  are  or  were  required  because  the  individual 

13  needed  skilled  nursing  care  on  an  intermittent  basis 

14  or  because  he  needed  physical  or  speech  therapy;  a 

15  plan  for  furnishing  such  services  to  such  individual 

16  has  been  established  and  is  periodically  reviewed  by 

17  a  physician;  and  such  services  are  or  were  furnished 

18  while  the  individual  was  under  the  care  of  a  physi- 

19  dan; 

20  "(3)  with  respect  to  inpatient  hospital  services  or 

21  skilled  nursing  facility  services  furnished  such  individual 

22  after  the  twenty- first  day  of  a  continuous  period  of  such 

23  services,  there  was  not  in  effect,  at  the  time  of  admis- 

24  sion  of  such  individual  to  the  hospital,  a  decision  under 

25  section  1810(e)  (based  on  a  finding  that  timely  utili- 

26  zation  review  of  long-stay  cases  is  not  being  made  in 

27  such  hospital  or  facility); 
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1  "(4)  with  respect  to  inpatient  hospital  services  or 

2  skilled  nursing  facility  services  furnished  such  individual 

3  during  a  continuous  period,  a  finding  has  not  been  made 

4  (by  the  physician  members  of  the  committee  or  group) 
pursuant  to  the  system  of  utilization  review  that  further 
inpatient  hospital  services  or  further  skilled  nursing  fa- 
cility services,  as  the  case  may  be,  are  not  medically 
necessary;  except  that,  if  such  a  finding  has  been  made, 
payment  may  be  made  for  such  services  furnished  in  such 
period  before  the  fourth  day  after  the  day  on  which 
the  hospital  or  skilled  nursing  facility,  as  the  case  may 
be,  received  notice  of  such  finding. 

"Determination  of  Costs  of  Services 
('(b)  The  amount  paid  to  any  provider  of  services 
with  respect  to  services  for  which  payment  may  be  made 
under  this  title  shall  be  the  reasonable  cost  of  such  services, 
as  determined  in  accordance  with  regulations  establishing  the 
method  or  methods  to  be  used  in  determining  such  costs  for 
various  types  or  classes  of  institutions,  services,  and  agencies. 
In  prescribing  such  regulations,  the  Secretary  shall  consider, 
among  other  things,  the  principles  generally  applied  by 
established  prepayment  organizations  ( which  have  developed 
such  principles)  in  computing  the  amount  of  payment,  to  be 
made  by  persons  other  than  the  recipients  of  services,  to  pro- 
viders of  services  on  account  of  services  furnished  to  such 
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1  recipients  by  such  providers.   Such  regulations  may  provide 

2  for  payment  on  a  per  diem,  per  unit,  per  capita,  or  other 

3  basis,  may  provide  for  using  different  methods  in  different 

4  circumstances,  and  may  provide  for  the  use  of  estimates  of 

5  costs  of  particular  items  or  services. 

6  "Amount  of  Payment  for  More  Expensive  Services 

7  "(c)(1)  In  case  the  bed  and  board  furnished  as  part 

8  of  inpatient  hospital  services  or  skilled  nursing  facility  serv- 

9  ices  is  in  accommodations  more  expensive  than  two-,  three-, 

10  or  four-bed  accommodations  and  the  use  of  such  more  expen- 

11  sive  accommodations  rather  than  such  two-,  three-,  or  four- 

12  bed  accommodations  was  not  at  the  request  of  the  patient, 

13  payment  with  respect  to  such  services  may  not  exceed  an 

14  amount  equal  to  the  reasonable  cost  of  such  services  if  fur- 

15  nished  in  such  two-,  three-,  or  four-bed  accommodations 

16  unless  the  more  expensive  accommodations  were  required 

17  for  medical  reasons. 

18  "(2)  Where  a  provider  of  services  with  which  an 

19  agreement  under  this  title  is  in  effect  furnishes  to  an  in- 

20  dividual,  at  his  request,  items  or  services  which  are  in  excess 

21  of  or  more  expensive  than  the  items  or  services  with  respect 

22  to  which  payment  may  be  made  under  this  title,  the  Secre- 

23  tary  shall  pay  to  such  provider  of  services  only  the  equivalent 

24  of  the  reasonable  cost  of  the  items  or  services  with  respect 

25  to  which  payment  under  this  title  may  be  made. 
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1  "Amount  of  Payment   Where  Less  Expensive  Services 

2  Furnished 

3  "(d)  In  case  the  bed  and  board  furnished  as  part  of 

4  inpatient  hospital  services  or  skilled  nursing  facility  services 

5  in  accommodations  other  than,  but  not  more  expensive  than, 

6  two-,  three-,  or  four-bed  accommodations  and  the  use  of  such 

7  other  accommodations  rather  than  two-,  three-,  or  four-bed 

8  accommodations  was  neither  at  the  request  of  the  patient  nor 

9  for  a  reason  which  the  Secretary  determines  is  consistent  with 

10  the  purposes  of  this  title,  the  amount  of  the  payment  with 

11  respect  to  such  services  under  this  title  shall  be  the  reason- 

12  able  cost  of  such  services  minus  the  difference  between  the 

13  charge  customarily  made  by  the  hospital  or  skilled  nursing 

14  facility  for  such  services  in  two-,  three-,  or  four-bed  accom- 

15  modations  and  the  charge  customarily  made  by  it  for  such 

16  services  in  the  accommodations  furnished. 

17  "No  Payments  to  Federal  Providers  of  Services 

18  "(e)  No  payment  may  be  made  under  this  title  (ex- 

19  cept  under  subsection  (f)  of  this  section)  to  any  Federal 

20  provider  of  services,  except  a  provider  of  services  which  the 

21  Secretary  determines,  in  accordance  with  regulations,  is 

22  providing  services  to  the  public  generally  as  a  community 

23  institution  or  agency;  and  no  such  payment  may  be  made  to 

24  any  provider  of  services  for  any  item  or  service  which  such 

25  provider  is  obligated  by  a  law  of,  or  a  contract  with,  the 

26  United  States  to  render  at  public  expense. 
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1  "Payments  f  or  Mm&rgency  Inpatient  Hospital  Services 

2  "(f)  Payments  shall  also  be  made  to  any  hospital  for 
■3  inpatient  hospital  services  or  outpatient  hospital  diagnostic 

4  services  furnished,  by  the  hospital  or  under  arrangements 

5  (as  defined  in  section  1803(f))  with  it,  to  an  individual 

6  entitled  to  hospital  insurance  benefits  under  this  title  even 

7  though  such  hospital  does  not  have  an  agreement  in  effect 

8  under  this  title  if  (A)  such  services  were  emergency  services 

9  and  (B)  the  Secretary  would  be  required  to  make  such  pay- 
10  ment  if  the  hospital  had  such  an  agreement  in  effect  and 

-  otherwise  met  the  conditions  of  payment  hereunder.  Such 

■  payment  shall  be  made  only  in  amounts  determined  as  pro- 
vided  in  subsection  (b)  and  then  only  if  such  hospital  agrees 

14  to  comply,  with  respect  to  the  emergency  services  provided, 

15  with  the  provisions  of  section  1810(a). 

1Q  "Payment  for  Services  Prior  to  Notification  of 

Yl  Noneligibility 

18  "(9)  Notwithstanding  that  an  individual  is  not  en- 

19  titled  to  have  payment  made  under  this  title  for  inpatient 

20  hospital  services,   skilled  nursing  facility  services,  home 

21  health  services,  or  outpatient  hospital  diagnostic  services  fur- 

22  nished  by  any  provider  of  services,  payment  shall  be  made 

23  to  such  provider  of  services  (unless  such  provider  elects  not 

24  to  receive  such  payment  or,  if  payment  has  already  been 

25  made,  refunds  such  payment  within  the  time  specified  by 

26  the  Secretary)  for  such  services  which  are  furnished  to  the 


116 

1  individual  prior  to  notification  from  the  Secretary  of  his  lack 

2  of  entitlement  if  such  payments  are  not  otherwise  precluded 

3  under  this  title  and  if  such  provider  complies  with  the  rules 

4  established  hereunder  with  respect  to  such  payments,  has 
*  acted  in  good  faith  and  without  knowledge  of  such  lack  of 
6  entitlement,  and  has  acted  reasonably  in  assuming  entitle- 
1   ment  existed. 

8  "agreements  with  providers  of  services 

"Sec.  1810.  (a)  Any  provider  of  services  shall  be 
^    eligible  for  payments  under  this  title  if  it  files  with  the 
^    Secretary  an  agreement  not  to  charge  any  individual  or 
^    any  other  person  for  items  or  services  for  which  such  indi- 
vidua!  is  entitled  to  have  payment  made  under  this  title 
"    (or  for  which  he  would  be  so  entitled  if  such  provider  had 
complied  with  the  procedural  and  other  requirements  under 
or  pursuant  to  this  title  or  for  which  such  provider  is  paid 
pursuant  to  the  provisions  of  section  1809(g)),  and  to 
^    make  adequate  provision  for  return  (or  other  disposition,  in 
accordance  with  regulations)  of  any  moneys  incorrectly  col- 

90 

lected  from  such  individual  or  other  person,  except  that  such 
^    provider  of  services  may  charge  such  individual  or  other 

99 

person  the  amount  of  any  deduction  imposed  pursuant  to 

9°  • 

subsection  (a)  or  (c)  of  section  1804  with  respect  to  such 

94. 

services  (not  in  excess  of  the  amount  customarily  charged 
• 0    for  such  services  by  such  provider)  and,  where  the  provider 


26 


of  services  has  furnished,  at  the  request  of  such  individual, 
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1  items  or  services  which  are  in  excess  of  or  more  expensive 

2  than  the  items  or  services  with  respect  to  which  payment  may 

3  be  made  under  this  title,  such  provider  may  also  charge  such 

4  individual  or  other  person  for  such  more  expensive  items  or 

5  services  but  not  more  than  the  difference  between  the  amount 

6  customarily  charged  by  it  for  the  items  or  services  furnished 

7  at  such  request  and  the  amount  customarily  charged  by  it  for 

8  the  items  or  services  with  respect  to  which  payment  may  be 

9  made  under  this  title. 


10  "(b)  An   agreement  with   the  Secretary   under  this 

11  section  may  be  terminated — 

12  "(1)  by  the  provider  of  services  at  such  time  and 

13  upon  such  notice  to  the  Secretary  and  the  public  as  may 

14  be  provided  in  regulations,  except  that  the  time  such 

15  agreement  is  thereby  required  by  the  Secretary  to  con- 

16  tinue  in  effect  after  such  notice  may  not  exceed  6  months 

17  after  such  notice,  or 

18  "(2)  by  the  Secretary  at  such  time  and  upon  such 

19  notice  to  the  provider  of  services  and  the  public  as  may 

20  be  specified  in  regulations,  but  only  after  the  Secretary 

21  has  determined,  and  has  given  such  provider  notification 

22  thereof,  (A)  that  such  provider  of  services  is  not  com- 

23  ylying  substantially  with  the  provisions  of  such  agree- 

24  ment,  or  with  the  provisions  of  this  title  and  regulations 

25  thereunder,  or  (B)  that  such  provider  no  longer  sub- 

26  stantially  meets  the  applicable  provisions  of  section 
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2  1806,  or  (G)  that  such  provider  of  services  has  failed 

2  to  provide  such  information  as  the  Secretary  finds 

3  necessary  to  determine  whether  payments  are  or  were 

4  due  under  this  title  and  the  amounts  thereof,  or  has 

5  refused  to  permit  such  examination  of  its  fiscal  and  other 

6  records  by  or  on  behalf  of  the  Secretary  as  may  be 

7  necessary  to  verify  such  information. 

8  Any  termination  shall  be  applicable — 

9  "(3)  in  the  case  of  inpatient  hospital  services  or 

10  skilled  nursing  facility  services,  with  respect  to  such 

11  services  furnished  to  any  individual  who  is  admitted  to 

12  the  hospital  or  skilled  nursing  facility  furnishing  such 

13  services  on  or  after  the  effective  date  of  such  termination, 

14  "(4)  (A)  with   respect   to   home   health  services 

15  furnished  to  an  individual  under  a  plan  therefor  estab- 

16  lished  on  or  after  the  efective  date  of  such  termination, 

17  or  (B)  if  such  plan  is  established  before  such  efective 

18  date,  with  respect  to  such  services  furnished  to  such  in- 

19  dividual  after  the  calendar  year  in  which  such  termina- 

20  tion  is  efective,  and 

21  "(5)  with  respect  to  outpatient  hospital  diagnostic 

22  services  furnished  on  or  after  the  efective  date  of  such 

23  termination. 

24  "(c)  Nothing  in  this  title  shall  preclude  any  provider 

25  of  services  or  any  group  or  groups  of  such  providers  from 

26  being  represented  by  an  individual,  association,  or  organiza- 
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1  tion  authorized  by  such  provider  or  providers  of  services  to 

2  act  on  their  behalf  in  negotiating  with  respect  to  their  partici- 

3  pation  under  this  title  and  the  terms,  methods,  and  amounts 

4  of  payments  for  services  to  be  provided  thereunder. 

5  "(d)  Where  an  agreement  filed  under  this  title  by  a 

6  provider  of  services  has  been  terminated  by  the  Secretary, 

7  such  provider  may  not  file  another  agreement  under  this  title 

8  unless  the  Secretary  finds  that  the  reason  for  the  termination 

9  has  been  removed  and  there  is  reasonable  assurance  that  it 

10  will  not  recur. 

11  "(e)  If  the  Secretary  finds  that  timely  review  in  ac- 

12  cordance  with  section  1806(e)  of  long-stay  cases  in  a  hos- 

13  pital  or  skilled  nursing  facility  is  not  being  made  with  rea- 

14  sonable  regularity,  he  may,  in  lieu  of  terminating  his  agree- 

15  ment  with  such  hospital  or  facility,  decide  that,  with  respect 

16  to  any  individual  admitted  to  such  hospital  or  skilled  nursing 

17  facility  after  a  date  specified  by  him,  no  payment  shall  be 

18  made  for  inpatient  hospital  services  or  skilled  nursing  facility 

19  services  after  the  twenty-first  day  of  a  continuous  period  of 

20  such  services.    Such  decision  may  be  made  only  after  such 

21  notice  to  the  hospital,  or  (in  the  case  of  a  skilled  nursing 

22  facility)  to  the  hospital  and  the  facility,  and  to  the  public 

23  as  may  be  prescribed  by  regulations,  and  its  effectiveness 

24  shall  be  rescinded  when  the  Secretary  finds  that  the  reason 

25  therefor  has  been  removed  and  there  is  reasonable  assurance 

26  that  it  will  not  recur. 
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1  "payment  to  providers  of  services 

2  "Sec.  1811.  The  Secretary  shall  periodically  determine 

3  the  amount  which  should  be  paid  to  each  provider  of  serv- 

4  ices  under  this  title  with  respect  to  the  services  furnished  by 

5  it,  and  the  provider  shall  be  paid;  at  such  time  or  times  as 

6  the  Secretary  believes  appropriate  and  prior  to  audit  or 

7  settlement   by   the   General  Accounting   Office,  from  the 

8  Federal  Hospital  Insurance  Trust  Fund  the  amounts  so  deter- 

9  mined;  except  that  such  amounts  may  be  reduced  or  in- 

10  creased,  as  the  case  may  be,  by  any  sum  by  which  the  Sec- 

11  retary  finds  that  the  amount  paid  to  such  provider  of  services 

12  for  any  prior  period  was  greater  or  less  than  the  amount 

13  which  should  have  been  paid  to  it  for  such  period. 

14  "hospital  insurance  benefits  advisory  council 

15  "Sec.  1812.  For  the  purpose  of  advising  the  Secre- 

16  tary  on  matters  of  general  policy  in  the  administration 

17  of  this  title  and  in  the  formulation  of  regulations  under  this 

18  title,  there  is  hereby  created  a  Hospital  Insurance  Bene- 

19  fits  Advisory  Council  which  shall  consist  of  14  persons, 

20  not    otherwise    in    the    employ    of    the    United  States, 

21  appointed  by  the  Secretary  without  regard  to  the  civil 

22  service  laws.    The  Secretary  shall  from  time  to  time  ap- 

23  point  one  of  the  members  to  serve  as  Chairman.    Not  less 

24  than  4  of  the  appointed  members  shall  be  persons  who 

25  are  outstanding  in  the  fields  pertaining  to  hospitals  and 

26  health  activities.    Each  appointed  member  shall  hold  office 

27  for  a  term  of  4  years,  except  that  any  member  appointed 
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1  to  fill  a  vacancy  occurring  prior  to  the  expiration  of 

2  the  term  for  which  his  predecessor  was  appointed  shall 

3  be  appointed  for  the  remainder  of  such  term,  and  except 

4  that  the  terms  of  office  of  the  members  first  taking  office 

5  shall  expire,  as  designated  by  the  Secretary  at  the  time 

6  of  appointment,  3  at  the  end  of  the  first  year,  4  at  the 

7  end  of  the  second  year,  3  at  the  end  of  the  third  year,  and 

8  4  at  the  end  of  the  fourth  year  after  the  date  of  appointment. 

9  An  appointed  member  shall  not  be  eligible  to  serve  continu- 

10  ously  for  more  than  2  terms.    The  Secretary  may,  at  the  re- 

11  quest  of  the  Council,  appoint  such  special  advisory  or 

12  technical  committees  as  may  be  useful  in  carrying  out  its 

13  functions.    Appointed  members  of  the  Advisory  Council 

14  and  members  of  its  advisory  or  technical  committees,  while 

15  attending  meetings  or  conferences  thereof  or  otherwise  serv- 

16  ing  on  business  of  the  Advisory  Council  or  of  such  a  com- 

17  mittee  or  committees,  shall  be  entitled  to  receive  compensa- 

18  tion  at  rates  fixed  by  the  Secretary,  but  not  exceeding  $100 

19  per  day,  and  while  so  serving  away  from  their  homes  or  regu- 

20  lar  places  of  business  they  may  be  allowed  travel  expenses, 

21  including  per  diem  in  lieu  of  subsistence,  as  authorized  by 

22  section  5  of  the  Administrative  Expenses  Act  of  1946  (5 

23  U.S.C.  73b-2)  for  persons  in  the  Government  service  em- 

24  ployed  intermittently.    The  Advisory  Council  shall  meet  as 

25  frequently  as  the  Secretary  deems  necessary.    Upon  request 

26  of  4  or  more  members,  it  shall  be  the  duty  of  the  Secretary 

27  to  call  a  meeting  of  the  Advisory  Council. 
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1  "review  of  determinations 

2  "Sec.  1813.  Any  individual  dissatisfied  with  any  de- 

3  termination  made  by  the  Secretary  that  he  is  not  entitled 

4  to  insurance  benefits  under  this  title  or  that  he  is  not  en- 

5  titled  to  have  payment  made  under  this  title  with  respect 

6  to  any  class  of  services  furnished  him,  shall  be  entitled  to  a 

7  hearing  thereon  by  the  Secretary  to  the  same  extent  as  is 

8  provided  in  section  205(b)  with  respect  to  decisions  of  the 

9  Secretary,  and  to  judicial  review  of  the  Secretary's  final  de- 

10  cision  after  such  hearing  as  is  provided  in  section  205(g). 

11  "overpayments  to  individuals 

12  "Sec.  1814.  (a)  Any  payment  under  this  title  to  any 

13  provider  of  services  with  respect  to  inpatient  hospital  serv- 

14  ices,  skilled  nursing  facility  services,  home  health  services,  or 

15  outpatient  hospital  diagnostic  services,  furnished  any  indi- 

16  vidual  shall  be  regarded  as  a  payment  to  such  individual. 


17  "(b)  Where— 

18  "(1)  more  than  the  correct  amount  is  paid  under 

19  this  title  to  a  provider  of  services  for  services  furnished 

20  an  individual  and  the  Secretary  determines  that,  within 

21  such  period  as  he  may  specify,  the  excess  over  the  cor- 

22  rect  amount  cannot  be  recouped  from  such  provider  of 

23  services,  or 

24  "(2)  any  payment  has  been  made  under  section 

25  1809(g)  to  a  provider  of  services  for  services  furnished 

26  an  individual, 


27    proper  adjustments  shall  be  made,  under  regulations  pre- 
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1  scribed  by  the  Secretary,  by  decreasing  subsequent  pay- 

2  merits — 

3  "(3)  to  which  such  individual  is  entitled  under 

4  title  II,  or 

5  "(4)  if  such  individual  dies  before  such  adjust- 

6  ment  has  been  completed,  to  which  any  other  individ- 

7  ual  is  entitled  under  title  II  with  respect  to  the  wages 

8  and  self-employment  income  which  were  the  basis  of 

9  benefits  of  such  deceased  individual  under  such  title. 

10  "(c)  There  shall  be  no  adjustment  as  provided  in  sub- 

11  section  (b)  (nor  shall  there  be  recovery)  in  any  case  where 

12  the  incorrect  payment  has  been  made  (including  payments 

13  under  section  1809(g) )  for  services  furnished  to  an  individ- 

14  ual  who  is  without  fault  and  where  such  adjustment  (or 

15  recovery)  would  defeat  the  purposes  of  title  II  or  would  be 

16  against  equity  and  good  conscience. 

17  "(d)  No  certifying  or  disbursing  officer  shall  be  held 

18  liable  for  any  amount  certified  or  paid  by  him  to  any  pro- 

19  vider  of  services  where  the  adjustment  or  recovery  of  such 

20  amount  is  waived  under  subsection  (c)  or  where  adjust- 

21  ment  under  subsection  (b)  is  not  completed  prior  to  the 

22  death  of  all  persons  against  whose  benefits  such  adjustment 

23  is  authorized. 

24  "use  of  private  organizations  to  facilitate 

25  payment  to  providers  of  service 

26  "Sec.  1815.  (a)  The  Secretary  is  authorized  to  enter 

27  into  an  agreement  with  any  organization,  which  has  been 
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1  designated  by  any  group  of  providers  of  services,  or  by  an 

2  association  of  such  providers  on  behalf  of  its  members,  to 

3  receive  payments  under  section  1811  on  behalf  of  such  pro- 

4  viders,  providing  for  the  determination  by  such  organization 

5  (subject  to  such  review  by  the  Secretary  as  may  be  provided 

6  for  by  the  agreement)  of  the  amount  of  payments  required 

7  pursuant  to  this  title  to  be  made  to  such  providers,  and  for 

8  making  such  payments.    The  Secretary  shall  not  enter  into 

9  an  agreement  with  any  organization  under  this  section 

10  unless  he  finds  it  consistent  with  effective  and  efficient  ad- 

11  ministration  of  this  title. 

12  "(b)  To  the  extent  that  the  Secretary  finds  that  per- 

13  formance  of  any  of  the  following  functions  by  an  organiza- 

14  tion  with  which  he  has  entered  into  an  agreement  under 

15  subsection  (a)  will  be  advantageous  and  will  promote  the 

16  efficient  administration  of  this  title,  he  may  also  include  in 

17  the  agreement  provision  that  the  organization  shall  (with 

1 8  respect  to  providers  of  services  which  are  to  receive  payments 

19  through  the  organization) — 

20  "(1)  serve  as  a  center  for,  and  communicate  to 

21  providers,  any  information  or  instructions  furnished  to 

22  it  by  the  Secretary,  and  serve  as  a  channel  of  communi- 

23  cation  from  providers  to  the  Secretary; 

24  "(2)  make  such  audits  of  the  records  of  providers 

25  as  may  be  necessary  to  insure  that  proper  payments  are 

26  made  under  this  title; 

27  "(3)  assist  in  the  application  of  safeguards  against 
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1  unnecessary  utilization  of  services  furnished  by  providers 

2  to  individuals  entitled  to  have  payment  made  under 

3  this  title  with  respect  to  services  furnished  them; 

4  "(4)  perform  such  other  duties  as  are  necessary 

5  to  carry  out  the  functions  specified  in  subsection  (a) 

6  and  this  subsection. 

7  "(c)  An  agreement  with  any  organization  under  this 
°  section  may  contain  such  terms  and  conditions  as  the  Secre- 
9  tary  finds  necessary  or  appropriate,  and  may  provide  for 

10  advances  of  funds  to  the  organization  for  the  making  of 

H  payments  by  it  under  subsection  (a)  and  shall  provide  for 

12  payment  of  the  reasonable  cost  of  administration  of  the 

1^  organization  as  determined  by  the  Secretary  to  be  necessary 

14  and  proper  for  carrying  out  the  functions  covered  by  the 

15  agreement. 

16  "(d)  If  the  designation  of  an  organization  as  provided 

17  in  this  section  is  made  by  an  association  of  providers  of 

18  services,  it  shall  not  be  binding  on  members  of  the  association 

19  which  notify  the  Secretary  of  their  election  to  that  effect. 

20  Any  provider  may,  upon  such  notice  as  may  be  specified  in 

21  the  agreement  with  an  organization,  withdraw  his  designa- 

22  tion  to  receive  payments  through  such  organization  and  any 

23  provider  who  has  not  designated  an  organization  may  elect 

24  to  receive  payments  from  an  organization  which  has  entered 

25  into  agreement  with  the  Secretary  under  this  section,  if  the 

26  Secretary  and  the  organization  agree  to  it. 
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1  "(e)  An  agreement  with  the  Secretary  under  this  sec- 

2  tion  may  be  terminated — 

3  "(1)  by  the  organization  entering  into  such  agree- 

4  ment  at  such  time  and  upon  such  notice  to  the  Secre- 

5  tary,  to  the  public,  and  to  the  providers  as  may  be 

6  provided  in  regulations,  or 

7  "(2)  by  the  Secretary  at  such  time  and  upon  such 

8  notice  to  the  organization,  and  to  the  providers  which 

9  have  designated  it  for  purposes  of  this  section,  as  may 

10  be  provided  in  regulations,  but  only  if  he  finds,  after 

11  reasonable  notice  and  opportunity  for  hearing  to  the 

12  organization,  that  (A)  the  organization  has  failed  sub- 

13  stantially  to  carry  out  the  agreement,  or  (B)  the  con- 

14  tinuation  of  some  or  all  of  the  functions  provided  for 

15  in  the  agreement  with  the  organization  is  disadvan- 

16  tageous  or  is  inconsistent  with  efficient  administration 

17  of  this  title. 

18  "(f)  An  agreement  with  an  organization  under  this 

19  section  may  require  any  of  its  officers  or  employees  certi- 

20  fying  payments  or  disbursing  funds  pursuant  to  the  agree- 

21  ment,  or  otherwise  participating  in  carrying  out  the  agree- 

22  ment,  to  give  surety  bond  to  the  United  States  in  such  amount 

23  as  the  Secretary  may  deem  appropriate,  and  may  provide 

24  for  the  payment  of  the  charges  for  such  bond  from  the  Fed- 

25  era!  Hospital  Insurance  Trust  Fund. 

26  "(g)(1)  No   individual  designated  pursuant   to  an 

27  agreement  under  this  section  as  a  certifying  officer  shall,  in 
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1  the  absence  of  gross  negligence  or  intent  to  defraud  the 

2  United  States,  be  liable  with  respect  to  any  payments  certi- 

3  fied  by  him  under  this  section. 

4  "(2)  No  disbursing  officer  shall,  in  the  absence  of 

5  gross  negligence  or  intent  to  defraud  the  United  States,  be 

6  liable  with  respect  to  any  payment  by  him  under  this  section 

7  if  it  was  based  upon  a  voucher  signed  by  a  certifying  officer 

8  designated  as  provided  in  paragraph  (1)  of  this  subsection. 

9  "option  to  individuals  to  obtain  supplementary 

10  private  health  insurance  protection 

11  "Sec.  1816.  (a)  Nothing  contained  in  this  title  shall  be 

12  construed  to  preclude  any  State  from  providing,  or  any  in- 

13  dividual  from  purchasing  or  otherwise  securing,  protection 

14  against  the  cost  of  health  or  medical  care  services  in  addition 

15  to  those  for  which  payment  may  be  made  under  this  title. 

16  "(b)  The  Secretary  shall  consult  with  providers  of  hos- 

17  pital  or  other  medical  care  services,  and  with  insurance  com- 

18  panies  and  other  similar  organizations  providing  protection 

19  against  the  costs  of  any  of  such  services,  and  representatives 

20  of  such  providers,  insurance  companies,  or  other  similar 

21  organizations,  and  with  appropriate  State  and  other  public  or 

22  private  agencies  or  organizations  to  the  end  that  they  are 

23  encouraged  and  assisted  in  developing  and  providing  pro- 

24  tection,  which  supplements  that  provided  under  this  title, 

25  against  the  costs  of  health  or  other  medical  care  services  for 

26  which  payments  may  not  be  made  under  this  title. 
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1  "regulations 

2  "Sec.  1817.  When  used  in  this  title,  the  term  'regula- 

3  tions'  means,  unless  the  context  otherwise  requires,  regula- 

4  tions  prescribed  by  the  Secretary. 

5  "application  of  certain  provisions  of  TITLE  II 

6  "Sec.  1818.  The  provisions  of  sections  206,  208,  and 

7  216(]),  and  of  subsections  (a),  (d),  (e),  (f),  and  (h)  of 

8  section  205  shall  also  apply  with  respect  to  this  title  to  the 

9  same  extent  as  they  are  applicable  with  respect  to  title  II. 

10  "DESIGNATION  OF  ORGANIZATION  OR  PUBLICATION  BY 

1 1  NAME 

12  "Sec.  1819.  Designation  in  this  title,  by  name,  of  any 

13  nongovernmental  organization  or  publication  shall  not  be 

14  affected  by  change  of  name  of  such  organization  or  publica- 

15  tion,  and  shall  apply  to  any  successor  organization  or  publi- 

16  cation  ivhich  the  Secretary  finds  serves  the  purpose  for  which 

17  such  designation  is  made." 

18  FEDERAL  HOSPITAL  INSURANCE   TRUST  FUND 

19  Sec.  213.  (a)  Section  201  of  the  Social  Security  Act 

20  is  amended  by  redesignating  subsections   (c),    (d),  (e), 

21  (f),  (g),  and  (h)  as  subsections  (d),  (e),  (f),  (g),  (h), 

22  and  (i),  respectively,  and  by  adding  after  subsection  (b) 

23  the  following  new  subsection: 

24  "(c)    There  is    hereby  created  on  the  books  of  the 

25  Treasury  of  the  United  States  a  trust  fund  to  be  known  as 

26  the  'Federal  Hospital  Insurance  Trust  FunaV .    The  Federal 

27  Hospital  Insurance  Trust  Fund  shall  consist  of  such  amounts 
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1  as  may  be  appropriated  to,  or  deposited  in,  such  fund  as 

2  provided  in  this  section.   There  is  hereby  appropriated  to  the 

3  Federal  Hospital  Insurance  Trust  Fund  for  the  fiscal  year 

4  ending  J une  30,  1966,  and  for  each  fiscal  year  thereafter,  out 

5  of  any  moneys  in  the  Treasury  not  otherwise  appropriated, 

6  amounts  equivalent  to  100  per  centum  of — 

7  "(1)(A)  0.6  of  1  per  centum  of  the  wages  (as 

8  defined  in  section  3121  of  the  Internal  Revenue  Code  of 

9  1954)  paid  after  December  31,  1964,  and  prior  to 
10  January  1,  1966,  and  reported  to  the  Secretary  of  the 
H  Treasury  or  his  delegate  pursuant  to  subtitle  F  of  the 
l^  Internal  Revenue  Code  of  1954,  which  wages  shall  be 
13  certified  by  the  Secretary  of  Health,  Education,  and 
1^  Welfare  on  the  basis  of  the  records  of  wages  established, 

15  and  maintained  by  such  Secretary  in  accordance  with 

16  such  reports;  and  (B)  0.76  of  1  per  centum  of  the 
l^  wages  (as  so  defined)  paid  after  December  31,  1965, 
1^  and  so  reported,  which  shall  be  so  certified  by  the  Secre- 

19  tary  of  Health,  Education,  and  Welfare;  and 

20  "(2)  (A)  0.45  of  1  per  centum  of  the  amount  of 

21  self-employment  income  (as  defined  in  section  1402  of 
the  Internal  Revenue  Code  of  1954)  reported  to  the 
Secretary  of  the  Treasury  or  his  delegate  on  tax  returns 

24  under  subtitle  F  of  the  Internal  Revenue  Code  of  1954 

2^  for  any  taxable  year  beginning  after  December  31, 1964, 

H.R.  11865  5 
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1  and  prior  to  January  1,  1966,  which  self-employment 

2  income  shall  be  certified  by  the  Secretary  of  Health, 

3  Education,  and  Welfare  on  the  basis  of  the  records  of 

4  self-employment  income  established  and  maintained  by 

5  the  Secretary  of  Health,  Education,  and  Welfare  in 

6  accordance  with  such  returns;  and  (B)  0.57  of  1  per 

7  centum  of  the  self -employment  income  (as  so  defined) 

8  reported  to  the  Secretary  of  the  Treasury  or  his  delegate 

9  on  tax  returns  under  such  subtitle  F  for  any  taxable  year 

10  beginning  after  December  31,  1965,  which  shall  be  so 

11  certified  by  the  Secretary  of  Health,  Education,  and 

12  Welfare:' 

13  (b)(1)  The  heading  of  section  201  of  the  Social  Secu- 

14  rity  Act  is  amended  to  read:  "federal  old-age  and  SUR- 

15  VIVORS  INSURANCE   TRUST  FUND,   FEDERAL  DISABILITY 

16  INSURANCE  TRUST  FUND,  AND  FEDERAL  HOSPITAL  INSUR- 

17  ANCE  TRUST  FUND" . 

18  (2)  Subsection   (a)   of  section  201   of  such  Act  is 

19  amended  by  inserting  "and  the  amounts  specified  in  clause 

20  (1)  of  subsection  (c)  of  this  section"  immediately  before 

21  the  semicolon  in  clause  (3)  thereof,  by  inserting  "and  the 

22  amount  specified  in  clause  (2)  of  subsection  (c)  of  this 

23  section"  immediately  before  the  period  in  clause  (4)  there- 

24  of,  and  by  striking  out  the  last  sentence  and  inserting  in 

25  lieu  thereof:  "The  amounts  appropriated  by  clauses  (3) 

26  and  (4)  shall  be  transferred  from  time  to  time  from  the 

27  general  fund  in  the  Treasury  to  the  Federal  Old-Age  and 
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1  Survivors  Insurance  Trust  Fund,  the  amounts  appropriated 

2  by  clauses  (1)  and  (2)  of  subsection  (b)  shall  be  trans- 

3  f erred  from  time  to  time  from  the  general  fund  in  the 

4  Treasury  to  the  Federal  Disability  Insurance  Trust  Fund, 

5  and  the  amounts  appropriated  by  clauses  (1)  and  (2)  of 

6  subsection  (c)  shall  be  transferred  from  time  to  time  from 

7  the  general  fund  in  the  Treasury  to  the  Federal  Hospital 

8  Insurance  Trust  Fund,  such  amounts  to  be  determined  on 

9  the  basis  of  estimates  by  the  Secretary  of  the  Treasury  of 

10  the  taxes,  specified  in  clauses  (3)  and  (4)  of  this  subsection, 

11  paid  to  or  deposited  into  the  Treasury;  and  proper  adjust- 

12  ment  shall  be  made  in  amounts  subsequently  transferred  to 

13  the  extent  prior  estimates  were  in  excess  of  or  were  less 

14  than  the  taxes  specified  in  such  clauses  (3)  and  (4)  of 

15  this  subsection." 

16  (c)  The  first  sentence  of  the  subsection  of  such  section 

17  201  herein  redesignated  as  subsection  (d)  is  amended  by 

18  striking  out  uand  the  Federal  Disability  Insurance  Trust 

19  Fund"  and  inserting  in  lieu  thereof  ",  the  Federal  Disability 

20  Insurance  Trust  Fund,  and  the  Federal  Hospital  Insurance 

21  Trust  Fund". 

22  (d)  Paragraph  (1)  of  the  subsection  of  such  section 

23  201  herein  redesignated  as  subsection  (h)  is  amended  by 

24  striking  out  u title  II  and  VIIT'  and  uthis  title"  wherever 

25  they  appear  and  inserting  in  lieu  thereof  ('this  title  and  title 

26  XVIII." 

27  (e)  The  last  sentence  of  paragraph  (2)  of  such  sub- 
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1  section  is  amended  by  striking  out  11  and  clause  (1)  of  sub- 

2  section  (b)"  and  inserting  in  lieu  thereof      clause  (1)  of 

3  subsection  (b),  and  clause  (1)  of  subsection  (c)". 

4  (f)  The  subsection  of  such    section  herein  redesig- 

5  noted  as  subsection  (i)  is  amended  by  adding  at  the  end 

6  thereof  the  following  new  sentence:  " Payments  required  to 

7  be  made  under  title  XVIII  shall  be  made  only  from  the 

8  Federal  Hospital  Insurance  Trust  Fund." 

9  (g)  Section  218(h)(1)  of  such  Act  is  amended  by 

10  stinking  out  "and  (b)(1)"  and  inserting  in  lieu  thereof 

11  (b)(1),  and  (c)(1)". 

12  (h)  Section  221(e)  of  such  Act  is  amended — 

l^  (A)  by  striking  out  uTrust  Funds"  wherever  that 

14  appears  and  inserting  in  lieu  thereof  "Trust  Funds  (ex~ 

15  cept  the  Federal  Hospital  Insurance  Trust  Fund)"; 

16  (B)  by  striking  out  "subsection  (g)  of  section 
1^  201"  and  inserting  in  lieu  thereof  "subsection  (h)  of 

18  section  201" ;  and 

19  (C )  by  inserting  "under  this  title"  before  the  period 

20  at  the  end  thereof. 

21  (i)  Section  1106(b)    of  such  Act   is   amended  by 

22  striking  out  "and  the  Federal  Disability  Insurance  Trust 
2°  Fund"  and  inserting  in  lieu  thereof  ",  the  Federal  Disability 

24  Insurance  Trust  Fund,  and  the  Federal  Hospital  Insurance 

25  Trust  Fund". 
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1  TRANSITIONAL  PROVISION  FOR  ELIGIBILITY  FOR 

2  PRESENTLY  UNINSURED  INDIVIDUALS 

3  Sec.  214.  (a)  Anyone  who — 

4  (1 )  has  attained  the  age  of  65, 

5  (2)  (A)  attained  such  age  before  1968,  or  (B) 

6  has  not  less  than  3  quarters  of  coverage  (as  defined  in 

7  title  II  of  the  Social  Security  Act  or  section  5(1)  of 

8  the  Railroad  Retirement  Act  of  1937),  whenever  ac- 

9  quired,  for  each  calendar  year  elapsing  after  1965  and 

10  before  the  year  in  which  he  attained  such  age, 

11  (3)  is  not,  and  upon  filing  application  therefor 

12  would  not  be,  entitled  to  monthly  insurance  benefits  un- 

13  der  section  202  of  the  Social  Security  Act  and  does  not 
1^  meet  the  requirements  set  forth  in  subparagraph  (B)  of 

15  section  21(b)  of  the  Railroad  Retirement  Act  of  1937, 

16  and 

17  (4)  has  filed  an  application  under  this  section  at 

18  such  time,  in  such  manner,  and  in  accordance  with  such 
1^  other  requirements  as  may  be  prescribed  in  regulations 

20  of  the  Secretary, 

21  shall  (subject  to  the  limitations  in  this  section)  be  deemed, 

22  solely  for  purposes  of  section  1805  of  the  Social  Security 

23  Act,  to  be  entitled  to  monthly  insurance  benefits  under  such 

24  section  202  for  each  month,  beginning  with  the  first  month 

25  in  which  he  meets  the  requirements  of  this  subsection  and 
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1  ending  with  the  month  in  which  he  dies  or,  if  earlier,  the 

2  month  before  the  month  in  which  he  becomes  entitled  to 

3  monthly  insurance  benefits  under  such  section  202  or  meets 

4  the  requirements  set  forth  in  subparagraph  (B)  of  section 

5  21(b)  of  the  Railroad  Retirement  Act  of  1937. 


6  (b)  The  provisions  of  subsection  (a)  shall  apply  only 

7  in  the  case  of  an  individual  who — 

8  (1)  is  a  resident  of  the  United  States   ( as  de- 

9  fined  in  section  210  of  the  Social  Security  Act),  and 

10  (2)  is  a  citizen  of  the  United  States  or  has  re- 

1 1  sided  in  the  United  States  ( as  so  defined )  continuously 

12  for  not  less  than  10  years. 

13  (c)  The  provisions  of  subsection  (a)  shall  not  apply  to 

14  any  individual  who — 

15  (1)  is  a  member  of  any  organization  referred  to  in 

16  section  210(a)  (17 )  of  the  Social  Security  Act, 

17  (2)  has  been  convicted  of  any  offense  listed  in 

18  section  202  (u)  of  the  Social  Security  Act, 

19  (3)  is  an  employee  of  the  United  States,  or 

20  (4)  is  eligible  for  the  benefits  of  the  Federal  Em- 

21  ployees  Health  Benefits  Act  of  1959  or  the  Retired 

22  Federal  Employees  Health  Benefits  Act. 

23  ( d)  There  are  authorized  to  be  appropriated  to  the 

24  Federal  Hospital  Insurance  Trust  Fund  (established  by 

25  section  201  of  the  Social  Security  Act)  from  time  to  time 

26  such  sums  as  the  Secretary  deems  necessary,  on  account  of — 

27  (1)  payments  made  from  such  Trust  Fund  under 

28  title  XVIII  of  such  Act  with  respect  to  individuals  who 
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1  are  entitled  to  insurance  benefits  under  such  title  solely 

2  by  reason  of  this  section, 

3  (2)  the  additional  administrative  expenses  result- 

4  ing  therefrom,  and 

5  (3)  any  loss  in  interest  to  such  Trust  Fund  result- 

6  ing  from  the  payment  of  such  amounts, 

7  in  order  to  place  such  Trust  Fund  in  the  same  position  in 

8  which  it  would  have  been  if  subsections  (a)  and  (b)  of  this 

9  section  had  not  been  enacted. 

10  TECHNICAL  AMENDMENTS 

11  Suspension  in  Case  of  Aliens 

12  Sec.  215.  (a)  Subsection  (t)  of  section  202  of  such 

13  Act  is  amended  by  adding  at  the  end  thereof  the  following 

14  new  paragraph: 

15  "(9)   No   payments  shall  be  made  under  title 

16  XVIII  with  respect  to  services  furnished  to  an  individ- 

17  ual  in  any  month  for  which  the  prohibition  in  para- 

18  graph  (1)  against  payment  of  benefits  to  him  is  ap- 

19  plicable  (or  would  be  if  he  were  entitled  to  any  such 

20  benefits)." 

21  Persons  Convicted  of  Subversive  Activities 

22  (b)  Subsection  (u)  of  such  section  is  amended  by  strik- 

23  ing  out   "and"   before  the  phrase   "in  determining  the 

24  amount  of  any  such  benefit  payable  to  such  individual  for 

25  any  such  month,"  and  inserting  after  such  phrase  "and  in 

26  determining  whether  such  individual  is  entitled  to  insurance 

27  benefits  under  title  XV  HI  for  any  such  month". 


136 

1  Advisory  Council  on  Social  Security  Financing 

2  (c)(1)  Subsection  (a)  of  section  116  of  the  Social 

3  Security  Amendments  of  1956  is  amended  by  striking  out 

4  "and  of  the  Federal  Disability  Insurance  Trust  Fund"  and 

5  inserting  in  lieu  thereof     of  the  Federal  Disability  Insurance 

6  Trust  Fund,  and  of  the  Federal  Hospital  Insurance  Trust 

7  Fund" .   Such  subsection  is  further  amended  by  inserting  be- 

8  fore  the  period  at  the  end  thereof  "and  the  insurance  benefits 

9  program  under  title  XVIII  of  the  Social  Security  Act". 

10  (2)  Subsection  (d)  of  such  section  is  amended  by  strik- 

11  ing  out  "and  the  Federal  Disability  Insurance  Trust  Fund" 

12  and  inserting  in  lieu  thereof  the  Federal  Disability 

13  Insurance  Trust  Fund,  and  the  Federal  Hospital  Insurance 

14  Trust  Fund". 

15  (3)   Subsection   (f)   of  such  section  is  amended  by 

16  striking  out  ",  the  adequacy  of  benefits  under  the  program, 

17  and  all  other  aspects  of  the  program"  and  inserting  in  lieu 

18  thereof  "and  the  insurance  benefits  program  under  title 

19  XVIII  of  the  Social  Security  Act,  the  adequacy  of  benefits 

20  under  the  programs,  and  all  other  aspects  of  the  programs" . 

21  TECHNICAL   AMENDMENT    TO   INTERNAL   REVENUE  CODE 

22  Sec.  216.  Section  3121(1)  (6)  of  the  Internal  Reve- 

23  nue  Code  of  1954  is  amended  by  striking  out  "and  the  Fed- 

24  eral  Disability  Insurance  Trust  Fund"  and  inserting  in  lieu 

25  thereof     the  Federal  Disability  Insurance  Trust  Fund,  and 

26  the  Federal  Hospital  Insurance  Trust  Fund".  The  amend- 
27,  ment  made  by  this  section  shall  be  effective  January  1,  1966. 
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1  Part  B — Railroad  Retirement 

2  Amendments 

3  hospital  insurance  benefits  for  the  aged  under 

4  the  railroad  retirement  act 

5  Sec.  221.  (a)  The  Railroad  Retirement  Act  of  1937 

6  is  amended  by  adding  after  section  20  of  such  Act  the  follow- 

7  ing  new  section : 

8  "Hospital  Insurance  Benefits  for  the  Aged 

9  "Sec.  21.  (a)  For  the  purposes  of  this  section,  and 

10  subject  to  the  conditions  hereinafter  provided,  the  Board 

11  shall  have  the  same  authority  to  determine  the  rights  of 

12  individuals  described  in  subsection  (b)  of  this  section  to 

13  have  payments  made  on  their  behalf  for  insurance  benefits 

14  consisting  of  inpatient  hospital  services,  skilled  nursing 

15  facility  services,  home  health  services,  and  outpatient  hos- 

16  pital  diagnostic  services  within  the  meaning  of  title  XVIII 

17  of  the  Social  Security  Act  as  the  Secretary  of  Health,  Educa- 

18  tion,  and  Welfare  has  under  such  title  XVIII  with  respect  to 

19  individuals  to  whom  such  title  applies.    The  rights  of  indi- 

20  viduals  described  in  subsection  (b)  of  this  section  to  have 

21  payment  made  on  their  behalf  for  the  services  referred  to  in 

22  the  next  preceding  sentence  shall  be  the  same  as  those  of 

23  individuals  to  whom  title  XVIII  of  the  Social  Security  Act 

24  applies  and  this  section  shall  be  administered  by  the  Board 

25  as  if  the  provisions  of  such  title  XVIII  were  applicable,  refer- 

26  ences  to  the  Secretary  of  Health,  Education,  and  Welfare 

27  were  to  the  Board,  references  to  the  Federal  Hospital  Insur- 
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1  ance  Trust  Fund  were  to  the  Railroad  Retirement  Account, 

2  references  to  the  United  States  or  a  State  including  Canada  or 

3  a  subdivision  thereof,  and  the  provisions  of  sections  1807  and 

4  1812  of  such  title  XVIII  were  not  included  in  such  title.  For 

5  purposes  of  section  11,  a  determination  with  respect  to  the 

6  rights  of  an  individual  under  this  section  shall,  except  in  the 

7  case  of  a  provider  of  services,  be  considered  to  be  a  decision 

8  with  respect  to  an  annuity. 

9  "(b)  Except  as  otherwise  provided  in  this  section, 
10  every  individual  who — 


11 

"(A)  has  attained  age  sixty-five,  and 

12 

"(B)  (i)  is  entitled  to  an  annuity,  or  (ii)  would 

13 

be  entitled  to  an  annuity  had  he  ceased  compensated 

14 

service  and,  in  the  case  of  a  spouse,  had  such  spouse's 

15 

husband  or  wife  ceased  compensated  service,  or  (Hi) 

16 

had  been  awarded  a  pension  under  section  6,  or  (iv) 

17 

bears  a  relationship  to  an  employee  which,  by  reason  of 

18 

section  3(e),  has  been,  or  would  be,  taken  into  account 

19 

in  calculating  the  amount  of  an  annuity  of  such  employee 

20 

or  his  survivor, 

21  shall  be  entitled  to  have  payment  made  for  the  services  re- 

22  f erred  to  in  subsection  (a),  and  in  accordance  with  the  pro- 

23  visions  of  such  subsection.    The  payments  for  services  herein 

24  provided  for  shall  be  made  from  the  Railroad  Retirement  Ac- 

25  count  (in  accordance  with,  and  subject  to,  the  conditions 

26  applicable  under  section  10(b)  in  making  payment  of  other 

27  benefits)  to  the  hospital,  skilled  nursing  facility,  or  home 
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1  health  agency  providing  such  services,  including  such  serv- 

2  ices  provided  in  Canada  to  individuals  to  whom  this  sub- 

3  section  applies  but  only  to  the  extent  that  the  amount  of 

4  payments  for  services  otherwise  hereunder  provided  for  an 

5  individual  exceeds  the  amount  payable  for  like  services  pro- 

6  vided  pursuant  to  the  law  in  effect  in  the  place  in  Canada 

7  where  such  services  are  furnished. 

8  "(c)  No  individual  shall  be  entitled  to  have  payment 

9  made  for  the  same  services,  which  are  provided  for  in  this 

10  section,  under  both  this  section  and  title  XVIII  of  the  Social 

11  Security  Act,  and  no  individual  shall  be  entitled  to  have 

12  payment  made  under  both  this  section  and  such  title  XVIII 

13  for  more  than  the  number  of  days  of  inpatient  hospital  serv- 

14  ices  determined  as  provided  in  section  1804  of  such  Act 

15  or  more  than  180  days  of  skilled  nursing  facilities  services 

16  during  any  benefit  period,  or  more  than  two  hundred  and 

17  forty  visits  in  any  calendar  year  in  which  home  health 

18  services  are  furnished.   In  any  case  in  which  an  individual 

19  would,  but  for  the  preceding  sentence,  be  entitled  to  have 

20  payment  for  such  services  made  under  both  this  section 

21  and  such  title  XVIII,  payment  for  such  services  to  which 

22  such  individual  is  entitled  shall  be  made  in  accordance  with 

23  the  procedures  established  pursuant  to  the  next  succeeding 

24  sentence,  upon  certification  by  the  Board  or  by  the  Secretary 

25  of  Health,  Education,  and  Welfare.   It  shall  be  the  duty  of 

26  the  Board  and  such  Secretary  with  respect  to  such  cases 

27  jointly  to  establish  procedures  designed  to  minimize  dupli- 
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1  cations  of  requests  for  payment  for  services,  of  elections  for 

2  purposes  of  determining  the  number  of  days  of  inpatient 

3  hospital  services  for  ivhich  payment  may  be  made,  and  of 

4  determinations  and  to  assign  administrative  functions  be- 

5  tween  them  so  as  to  promote  the  greatest  facility,  efficiency, 

6  and  consistency  of  administration  of  this  section  and  title 

7  XVIII  of  the  Social  Security  Act;  and,  subject  to  the  provi- 

8  sions  of  this  subsection  to  assure  that  the  rights  of  individuals 

9  under  this  section  or  title  XVIII  of  the  Social  Security  Act 

10  shall  not  be  impaired  or  diminished  by  reason  of  the  admin- 

11  istration  of  this  section   and  title  XVIII  of  the  Social 

12  Security  Act.    The  procedures  so  established  may  be  in- 

13  eluded  in  regulations  issued  by  the  Board  and  by  the 

14  Secretary  of  Health,  Education,  and  Welfare  to  implement 

15  this  section  and  such  title  XVIII,  respectively. 

16  "(d)  Any  agreement  entered  into  by  the  Secretary  of 

17  Health,  Education,  and  Welfare  pursuant  to  title  XVIII  of 

18  the  Social  Security  Act  shall  be  entered  into  on  behalf  of 

19  both  such  Secretary  and  the  Board.    The  preceding  sentence 

20  shall  not  be  construed  to  limit  the  authority  of  the  Board  to 

21  enter  on  its  own  behalf  into  any  such  agreement  relating 

22  to  services  provided  in  Canada  or  in  any  facility  devoted 

23  primarily  to  railroad  employees. 

24  "(e)(1)  A    request   for   payment   for   services  filed 

25  under  this  section  shall  be  deemed  to  be  a  request  for  pay- 

26  ment  for  services  filed  as  of  the  same  time  under  title  XVIII 

27  of  the  Social  Security  Act,  and  a  request  for  payment  for 

28  services  filed  under  such  title  shall  be  deemed  to  be  a  request 
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1  for  payment  for  services  filed  as  of  the  same  time  under 

2  this  section. 

3  "(2)  An  election  filed  under  this  section  for  purposes 

4  of  determining  the  number  of  days  of  inpatient  hospital 

5  services  for  which  payment  may  be  made,  as  provided  in 

6  section  1804(c)  of  the  Social  Security  Act,  shall  be  deemed 

7  an  election  filed  as  of  the  same  time  under  section  1804(c) 

8  of  such  Act,  and  such  an  election  filed  under  such  section 

9  1804(c)  shall  be  deemed  to  have  been  filed  at  the  same  time 

10  under  this  section. 

11  11  (f)  The  Board  and  the  Secretary  of  Health,  Educa- 

12  tion,  and  Welfare  shall  furnish  each  other  with  such  infor- 

13  mation,  records,  and  documents  as  may  be  considered  neces- 

14  sary  to  the  administration  of  this  section  or  title  XVIII  of 

15  the  Social  Security  Act." 

16  Amendment    Preserving    Relationship    Between  Railroad 

17  Retirement  and  Old-Age,  Survivors,  Disability,  and 

18  Hospital  Insurance  Systems 

19  (b)  Section  (l)(q)  of  such  Act  is  amended  by  strik- 

20  ing  out  "1961"  and  inserting  in  lieu  thereof  "1964" . 

21  Financial  Interchange  Between  Railroad  Retirement  Ac- 

22  count  and  Federal  Hospital  Insurance  Trust  Fund 

23  (c)(l)  Section  5(h)(2)  of  such  Act  is  amended — 

24  (A)  by  striking  out  subparagraphs  (fi)  and  (B) 

25  and  redesignating  subparagraphs  (C),  (D),  and  (E) 

26  as  subparagraphs  (A),  (B),  and  (C),  respectively; 

27  (B)  by  striking  out  the  second  sentence  and  the 

28  last  sentence  of  the  subparagraph  redesignated  as  sub- 

29  paragraph  (A)  by  subparagraph  (A)  of  this  paragraph; 
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1  (C)  by  adding  at  the  end  of  the  subparagraph 

2  redesignated  as  subparagraph   (A)   by  subparagraph 

3  (A)  of  this  paragraph  the  following  new  subdivision: 

4  "  (Hi)  At  the  close  of  the  fiscal  year  ending 

5  June  30,  1966,  and  each  fiscal  year  thereafter,  the 

6  Board  and  the  Secretary  of  Health,  Education,  and 

7  Welfare  shall  determine  the  amount,  if  any,  which, 

8  if  added  to  or  subtracted  from  the  Federal  Hospital 

9  Insurance  Trust  Fund,  would  place  such  fund  in 

10  the  same  position  in  which  it  would  have  been  if 

11  service  as  an  employee  after  December  31,  1936, 

12  had  been  included  in  the  term  'employment1  as 

13  defined  in  the  Social  Security  Act  and  in  the  Federal 

14  Insurance   Contributions   Act.     Such  determina- 

15  tion  shall  be  made  no  later  than  June  15  following 

16  the  close  of  the  fiscal  year.   If  such  amount  is  to  be 

17  added  to  the  Federal  Hospital  Insurance  Trust  Fund 

18  the  Board  shall,  within  ten  days  after  the  deter- 

19  mination,  certify  such  amount  to  the  Secretary  of 

20  the  Treasury  for  transfer  from  the  Retirement  Ac- 

21  count  to  the  Federal  Hospital  Insurance  Trust 

22  Fund;  if  such  amount  is  to  be  subtracted  from  the 

23  Federal  Hospital  Insurance  Trust  Fund  the  Secre- 

24  tary  of  Health,  Education,  and  Welfare  shall,  with- 

25  in  ten  days  after  the  determination,  certify  such 

26  amount  to  the  Secretary  of  the  Treasury  for  trans- 

27  fer  from  the  Federal  Hospital  Insurance  Trust  Fund 

28  to  the  Retirement  Account.   The  amount  so  certified 

29  shall  further  include  interest  (at  the  rate  deter- 

30  mined  under  subparagraph  (B)  for  the  fiscal  year 
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1  under  consideration)  'payable  from  the  close  of  such 

2  fiscal  year  until  the  date  of  certification " '; 

3  (D)  by  striking  out  "subparagraph  (B)  and  ((')" 

4  where  it  appeal's  in  the  subparagraph  redesignated  as 

5  subparagraph  (B)  by  subparagraph  (A)  of  this  para- 

6  graph  and  inserting  in   lieu   thereof  "subparagraph 

7  (A)";  and 

8  (E)  by  amending  the  subparagraph  redesignated 

9  as  subparagraph  (C)  by  subparagraph  (A)  of  this 

10  paragraph  to  read  as  follows: 

11  "(C)  The  Secretary  of  the  Treasury  is  authorized 

12  and  directed  to  transfer  to  the  Federal  Old- Age  and  Sur- 

13  vivors  Insurance  Trust  Fund,  the  Federal  Disability  In- 

14  surance  Trust  Fund,  or  the  Federal  Hospital  Insurance 

15  Trust  Fund  from  the  Retirement  Account  or  to  the  Re- 

16  tirement  Account  from  the  Federal  Old- Age  and  Sur- 

17  vivors  Insurance  Trust  Fund,  the  Federal  Disability 

18  Insurance  Trust  Fund,  or  the  Federal  Hospital  Insur- 

19  ance  Trust  Fund,  as  the  case  may  be,  such  amounts  as, 

20  from  time  to  time,  may  be  determined  by  the  Board  and 

21  the  Secretary  of  Health,  Education,  and  Welfare  pur- 

22  suant  to  the  provisions  of  subparagraph  (A),  and  certi- 

23  fied  by  the  Board  or  the  Secretary  of  Health,  Education, 

24  and  Welfare  for  transfer  from  the  Retirement  Account 

25  or  from  the  Federal  Old- Age  and  Survivors  Insurance 

26  Trust  Fund,  the  Federal  Disability  Insurance  Trust 

27  Fund,  or  the  Federal  Hospital  Insurance  Trust  Fund" 

28  (2)  The  amendments  made  by  paragraph  (1)  of  this 


29  subsection  shall  be  effective  January  1,  1966.   Such  amend- 

30  ments  and  the  amendments  made  by  section  202(a)  shall 
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1  not  be  construed  to  increase  or  diminish  the  sums  to  be  trans- 

2  f erred,  under  the  provisions  of  section  5(h)(2)    of  the 

3  Railroad  Retirement  Act  before  their  amendment  by  para- 

4  graph  (1)  of  this  subsection,  between  the  Railroad  Retire- 

5  ment  Account  and  the  Federal  Old- Age  and  Survivors 

6  Insurance  Trust  Fund  or  the  Federal  Disability  Insurance 

7  Trust  Fund. 

8  Part  C — Miscellaneous  Provisions 

9  STUDIES  AND  RECOMMENDATIONS 

10  Sec.  231.  The  Secretary  of  Health,  Education,  and 

11  Welfare  shall  carry  on  studies  and  develop  recommendations 

12  to  be  submitted  from  time  to  time  to  the  Congress  relating 

13  to  (1)  the  adequacy  of  existing  facilities  for  health  care  for 

14  purposes  of  the  program  established  by  this  Act;  (2)  methods 

15  for  encouraging  the  further  development  of  efficient  and 

16  economical  forms  of  health  care  which  are  a  constructive  al- 

17  ternative  to  inpatient  hospital  care;  (3)  the  feasibility  of 

18  providing  additional  types  of  health  insurance  benefits  within 

19  the  financial  resources  provided  by  this  Act;  and  (4)  the 

20  effects  of  the  deductibles  upon  beneficiaries,  hospitals,  and  the 

21  financing  of  the  program. 

22  Part  D — Complementary  Private  Health  Insur- 

23  ance  for  Individuals  Aged  Sixty-five  or  Over 

24  purpose 

25  Sec.  241.  The  Congress  hereby  declares  that  it  is  the 

26  purpose  of  this  part  to  provide,  for  all  individuals  aged 

27  sixty-five  or  over,  the  opportunity  to  secure  at  reasonable 

28  cost  private  health  insurance  which  will  insure  them  against 

29  the  cost  of  health  services  which  are  not  covered  under  the 
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1  program  established  by  title  XVIII  of  the  Social  Security 

2  Act. 

3  DEFINITIONS 

4  Sec.  242.  For  purposes  of  the  succeeding  provisions  of 

5  this  part — 

6  (a)  the  term  "health  insurance  policy'  means  the 

7  policy,  contract,  agreement,  or  other  arrangement  en- 

8  tered  into  between  a  carrier  and  another  person  whereby 

9  the  carrier,  in  consideration  of  the  payment  to  it  of  a 

10  periodic  premium,  undertakes  to  provide,  pay  for,  or 

11  reimburse  the  cost  of,  health  services  for  the  individual 

12  (or  group  of  individuals)  who  are  the  beneficiaries  of 

13  such  policy,  contract,  agreement,  or  other  arrangement; 

14  (b)  the  "standard  policy"  of  insurance  to  be  devised 

15  pursuant  to  the  provisions  of  section  232(c)  may  include 

16  any  of  the  "health  insurance  benefits^  described  in  sub- 

17  section  (c),  and  shall  include  at  least  the  following 

18  health  insurance  benefits — 

19  (1 )  payment  of  part  or  all  of  most  charges  for 

20  or  toward  physician  s  services  whether  performed 

21  at  the  physician  s  office  or  any  other  place; 

22  (2)  payment,  in  accordance  with  a  schedule. 

23  for  or  toward  the  costs  of  surgery  performed  in  or 

24  out  of  a  hospital; 

25  (3)  payment  of  not  less  than  the  first  $15 

26  of  charge  for  consultation  with  a  physician  who  is  a 

27  specialist  in  any  area  of  medicine  or  surgery;  and 

28  (4)  payment,  in  accordance  with  a  schedule 
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1  of  fees  for  or  toward  charges  for  diagnostic  care,  and 

2  laboratory  and  X-ray  services; 

3  (c)  the  term  " health  insurance  benefits "  or  the 

4  term  "benefits"  when  used  in  connection  with  health 

5  insurance,  means  insurance  against  all  or  any  part  of 

6  the  costs  of  any  or  all  of  the  following — 

«  (1)  services  provided  by  physicians,  surgeons, 

8  dentists,  or  any  other  medical  care  or  remedial  care 

9  recognized  under  State  law; 

10  (2)  diagnostic  care,  and  laboratory  and  X-ray 

11  services; 

(3)  prescribed  drugs,  eyeglasses,  dentures,  and 

*3  prosthetic  devices; 

14  (4)  private-duty  nursing  services; 

15  (5)  home  health  care  services; 
l^  (6)  inpatient  hospital  services; 
1^  (7)  skilled  nursing  services; 

18  6wi  (mfa/  to  the  extent  that  any  such  care,  services,  or 

19  benefits  are  not  covered  under  the  program  established 

20  fo/  title  XVIII  of  the  Social  Security  Act; 

21  (d)  the  term  "carrier"  means  a  voluntary  associa- 

22  tion,   corporation,   partnership,   or   other  nongovern- 

23  mental  organization  which  is  lawfully  engaged  in  pro- 

24  viding,  paying  for,  or  reimbursing  the  costs  of,  health 
services  for  individuals  or  groups  under  health  insurance 
policies  in  consideration  of  premiums  payable  to  the 
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1  carrier  and  which  meets  reasonable  standards  prescribed 

2  by  the  Secretary; 

3  (e)  the  term  "premium"  means  the  amount  of  the 

4  consideration  charged  by  a  carrier  for  coverage  by  a 

5  health  insurance  policy  offered  by  the  carrier;  and 

6  (f)  the  term  "Secretary"  means  the  Secretary  of 

7  Health,  Education,  and  Welfare. 

8  AUTHORIZATION  OF  ASSOCIATION 

9  Sec.  243.  (a)  In  order  to  carry  out  the  purposes  of 


10  this  part,  there  is  hereby  authorized  to  be  established,  sub- 

11  ject  to  the  approval  of  the  Secretary,  an  association  to  be 

12  known  as  the  National  Association  of  Carriers  To  Provide 

13  Health  Insurance  for  Individuals  Aged  Sixty-five  or  Over 

14  (hereinafter  referred  to  as  the  "association" ) . 

15  (b)  The  association  shall  be  composed  of  carriers  which 

16  shall  have  voluntarily  joined  together  for  the  purpose  of 

17  carrying  out  the  purposes  of  this  part,  and  membership 

18  therein  shall  be  open  to  all  responsible  carriers  which  desire 

19  to  participate  in  the  activities  of  the  association  and  agree 

20  to  abide  by  the  rules  and  regulations  governing  the  associa- 

21  tion  as  set  forth  in,  or  promulgated  pursuant  to,  the  pro- 

22  visions  of  this  part. 

23  (c)(1)  It  shall  be  the  function  of  the  association  to 

24  devise  (in  cooperation  with  and  subject  to  the  approval  of 

25  the  Secretary),  and  offer  for  sale  through  its  members,  a 

26  health  insurance  policy  offering  health  insurance  benefits  for 
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1  the  aged  designed  to  complement  the  health  insurance  bene- 

2  fits  provided  for  eligible  individuals  under  title  XVIII  of 

3  the  Social  Security  Act.    Such  policy  shall  offer  at  least 

4  the  health  insurance  benefits  described  in  section  231(b). 

5  All  the  terms  and  conditions  of  such  policy  as  well  as  the 

6  terms  and  conditions  under  which  it  is  offered  and  sold 

7  shall  be  uniform,  except  that  the  association  may  provide 

8  that  the  amount  of  the  premium  to  be  paid  for  such  a  policy 

9  and  the  extent  of  the  benefits  provided  thereunder  shall 

10  vary  in  different  areas  of  the  United  States  as  well  as  with- 

11  in  different  areas  of  any  State,  whenever  necessary  to  reflect 

12  differences  in  the  cost  of  securing  health  services  of  the  type 

13  for  which  benefits  are  provided  under  such  policy. 

14  (2)  The  policy  devised  by  the  association  pursuant  to 

15  paragraph  (1)  shall  in  the  succeeding  provisions  of  this 

16  part  be  referred  to  as  the  "standard  policy".    In  order  to 

17  minimize  the  factor  of  adverse  selection  in  the  sale  of  the 

18  standard  policy,  the  association  shall  establish  appropriate 

19  limitations  upon  the  period,  during  each  year,  when  such 

20  policy  may  be  offered  to  new  subscribers. 

21  (3)  The  association  with  the  approval  of  the  Secretary 

22  shall  develop  and  circulate  among  its  members  minimum 

23  standards  with  respect  to  health  insurance  for  the  purpose 

24  of  enabling  its  members,  or  any  of  them,  to  devise  and  offer 

25  for  sale  one  or  more  health  insurance  policies  each  of  which 
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1  may  serve  as  an  alternative  to  the  standard  policy.  Such 

2  standards  shall  require  that  any  such  policy  shall  fulfill  the 

3  same  purposes  as  does  the  standard  policy  and  will  repre- 

4  sent  to  the  subscriber  thereof  a  dollar  value  which  is  not 

5  less  than  that  represented  by  the  standard  policy.  Any 

6  member  of  the  association  desiring  to  offer  for  sale  any 

7  such  policy  shall  first  submit  to  the  association  and  to  the 

8  Secretary  copies  of  the  proposed  policy,  together  with  any 

9  information  related  thereto  which  the  association  shall  deem 
10  pertinent.  If  the  association  and  the  Secretary  after  due 
H  consideration,  find  that  such  proposed  policy  fulfills  the  same 
12  purposes  as  does  the  standard  policy  and  will  represent  to 
1^  the  subscriber  thereof  a  dollar  value  which  is  not  less  than 
l^  that  represented  by  the  standard  policy,  they  shall  approve 
1^  such  proposed  policy.  Upon  the  approval  by  the  association 
-  and  the  Secretary  of  any  such  proposed  policy,  such  policy 
1^  may  thereafter  be  offered  for  sale  by  any  carrier  which  is  a 
1^  member  of  the  association  in  the  same  manner  and  subject  to 
1~  the  same  conditions  as  obtain  with  respect  to  the  standard 
^  policy.  In  this  part  any  such  policy  shall  be  referred  to  as 
^1  an  "alternative  policy'. 

^  (A)  All  premiums  receivable  on  account  of  the  standard 

^3  policy  or  alternative  policies  sold  by  members  of  the  asso- 

4  ciation  shall  be  covered  into  a  common  fund  (hereinafter 

25  refcrred  to  as  the  " reserve  fund" )  established  by  the  associa- 
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1  tion  for  the  purpose  of  receiving  such  premiums,  and  all 

2  benefits  payable  on  account  of  such  policies  as  well  as  the 

3  reasonable  administrative  expenses  incurred  in  connection 

4  with  such  policies  shall  be  paid  from  the  reserve  fund.  The 

5  association  shall  invest  such  portion  of  the  reserve  fund  as 

6  is  not,  in  their  judgment,  required  to  meet  current  with- 

7  drawals.   Moneys  in  the  reserve  fund  may  be  invested  only 

8  in  interest-bearing  obligations  of  the  United  States  or  in  obli- 

9  gations  guaranteed  as  to  both  principal  and  interest  by  the 
10  United  States.  The  assets  of  the  reserve  fund  shall  be  the 
H  property  of  the  association  and  the  expenses  of  the  associa- 

12  tion  shall  be  defrayed  from  moneys  in  such  fund. 

13  (5)  In  order  to  hold  within  proper  limits  the  portion  of 

14  the  premiums  paid  for  the  standard  policy  or  alternative 

15  policies  which  are  attributable  to  expenses  in  connection  with 

16  the  sale  and  administration  of  such  policies,  appropriate 

17  limitations  shall  be  placed  upon  the  amounts  which  members 

18  of  the  association  may  claim  from  the  reserve  fund  on  account 

19  of  such  expenses.    Such  limitation  shall  be  established  by  the 

20  association,  subject  to  the  approval  of  the  Advisory  Council 

21  (established  pursuant  to  section  235)  and  of  the  Secretary. 

22  (6)  The  association,  in  cooperation  with  the  Advisory 

23  Council  and  with  the  approval  of  the  Secretary,  shall  devise 

24  programs  designed  to  enable  persons  who  have  not  attained 

25  age  sixty-five  and  are  still  employed  to  purchase  the  insur- 
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1  ance  provided  by  the  standard  policy  or  an  alternative  policy 

2  on  a  prepaid  basis. 

3  (d)  The  management  of  the  reserve  fund  and  the  admin- 

4  istration  of  the  activities  of  the  association  shall  be  vested  in 

5  an  executive  committee  which  shall  consist  of  three  indi- 

6  viduals  elected  by  the  Advisory  Council  authorized  to  be 

7  established  by  section  235. 

8  (e)  Members  of  the  association  are  authorized  and  en- 

9  couraged  to  offer  supplementary  health  insurance  policies 
10  designed  to  provide  to  subscribers  of  the  standard  policy 
H  or  an  alternative  policy  coverage  in  addition  to  that  provided 
1^  by  such  policy.  Such  policies  need  not  be  uniform  and  may 
1^  be  offered  at  premiums  which  ivould  permit  a  fair  profit  to 

14  the  members  offering  them.    Such  policies  may  be  offered 

15  for  sale  in  conjunction  with  the  standard  policy  or  an  alterna- 

16  tive  policy,  but  in  such  case,  shall  be  offered  in  such  a  man- 

17  ner  as  to  enable  the  prospective  subscriber  clearly  to  dis- 

18  tinguish  between  the  benefits  and  premiums  provided  by  the 

19  standard  policy  or  the  alternative  policy  and  the  benefits  and 

20  premiums  provided  by  the  supplementary  policy. 

21  (f)  The  association  is  authorized,  with  the  approval  of 

22  the  Secretary  and  the  Advisory  Council,  to  adopt  two  sepa- 

23  rate  and  distinct  symbols,  one  of  which  may  be  used  in  con- 

24  nection  with  the  sale  of  the  standard  policy  and  which  shall 

25  signify  public  endorsement  of  such  policy  and  the  other  of 
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1  which  may  be  used  in  connection  with  the  sale  of  alternative 

2  policies  and  which  shall  signify  official  public  endorsement 

3  of  such  alternative  policies. 

4  (g)  Nothing  in  this  part  shall  be  construed  to  authorize 

5  any  control  to  be  exercised  over  carriers  who  are  members 

6  of  the  association  with  respect  to  any  policy  of  insurance 

7  offered  by  them  other  than  standard  policies  ( as  described  in 

8  subsection  (c)(2)  and  alternative  policies  (as  described  in 

9  subsection  (c)(3);  and  the  right  of  such  carriers  to  offer 

10  other  insurance  policies  shall  be  unaffected  by  their  member- 

11  ship  in  the  association. 

12  REGIONAL  DIVISIONS  OF  THE  ASSOCIATION 

13  Sec.  244.  (a)  Any  one  or  more  members  of  the  associa- 

14  tion  which  desire  to  confine  their  business  of  offering  for  sale 

15  the  standard  policy  or  alternative  policies,  or  both,  to  a  par- 

16  ticular  geographical  region  may,  pursuant  to  rules  established 

17  by  the  association  (with  the  approval  of  the  Secretary) , 

18  establish  a  regional  division  of  the  association  for  the  purpose 

19  of  offering  such  policies  for  sale  in  such  region. 

20  (b)  Membership  in  any  regional  division  of  the  asso- 

21  ciation  shall  be  open  to  all  members  of  the  association  which 

22  desire  to  confine  their  sale  of  the  standard  policy  or  alterna- 

23  tive  policies,  or  both,  to  the  geographical  region  with  respect 

24  to  which  such  division  is  established. 

25  (c)  Members  of  any  such  division  shall,  in  lieu  of  de- 
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1  positing  in  the  reserve  fund  provided  for  in  section  232(e) 

2  (4)  premiums  received  by  them  on  account  of  any  such 

3  policies  sold  by  them,  deposit  such  premiums  in  a  common 

4  fund  to  be  known  as  the  regional  reserve  fund  for  such 

5  region.   The  regional  reserve  fund  for  any  regional  division 

6  of  the  association  shall  be  managed  by  the  members  of  such 
*  division,  in  accordance  with  regulations  prescribed  by  the 

8  executive  committee  of  the  association  with  the  approval  of 

9  the  Secretary  and  the  Advisory  Council.  Any  such  regional 
*®  reserve  fund  shall  serve  the  same  purposes  and  shall  be  sub- 
H  ject  to  the  same  requirements  as  are  prescribed  with  respect 

12  to  the  reserve  fund  provided  for  in  section  232(c)  (4).  The 

13  assets  of  any  such  regional  reserve  fund  shall  be  the  property 
1^  of  the  regional  division  of  the  association  for  which  such  fund 

15  is  established,  and  the  expenses  of  such  division  shall  be 

16  defrayed  from  moneys  in  such  fund. 

17  (d)  The  executive  committee  of  the  association,  with 

18  the  approval  of  the  Secretary  and  the  Advisory  Council, 

19  shall  prescribe  regulations  governing  the  manner  in  which 

20  any  regional  division  of  the  association  shall  be  operated. 

21  Such  regulations  shall  vest  responsibility  for  the  manage- 

22  ment  and  operation  of  the  division  in  the  membership  thereof, 

23  but  shall  contain  necessary  safeguards  to  insure  that  the 

24  division  will  be  managed  and  operated  in  such  a  manner  as 

25  to  carry  out  in  the  region  with  respect  to  which  it  is  estab- 
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1  lished  purposes  and  functions  which  are  the  same  as  those  of 

2  the  association. 

3  ESTABLISHMENT  OF  ASSOCIATION 

4  Sec.  245.  (a)  Whenever  five  or  more  carriers  shall 

5  have  applied  to  the  Secretary  to  form  the  association  (pro- 

6  vided  for  in  section  232)  the  Secretary  shall,  as  soon  as  he 

7  is  satisfied  that  such  carriers  are  ready,  willing,  and  able 

8  to  carry  out  the  functions  of  the  association  (as  set  forth 

9  in  section  232)  in  accordance  with  the  requirements  con- 

10  tained  in  such  section,  he  shall  declare  the  association  (as 

11  so  provided  for )  to  he  established  by  such  carriers. 

12  (b)  The  Secretary  shall  have  the  duty  and  the  au- 

13  thority  to  make  such  rules  and  regulations  as  may  be  neces- 

14  sary  or  desirable  to  insure  that  the  association,  in  carrying 

15  out  its  functions,  complies  with  the  requirements  of  section 

16  232  and  fulfills  the  purposes  of  this  title. 

17  ADVISORY  COUNCIL 

18  Sec.  246.  (a)  For  the  purpose  of  consulting  with  and 

19  advising  the  Secretary  with  respect  to  the  administration  of 

20  title  XVIII  of  the  Social  Security  Act,  for  the  purpose  of 

21  electing  the  executive  committee  of  the  association,  and  for 

22  the  purpose  of  advising  and  assisting  the  association,  the 

23  executive  committee,  and  the  Secretary  in  carrying  out  their 

24  respective  functions  under  this  part,  there  is  hereby  created 

25  an  " Advisory  Council  on  Health  Insurance  for  the  Aged" 

26  (hereinafter  referred  to  as  the  u Advisory  Council" ). 
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1  (b)  The  Advisory  Council  shall  conduct  a  continuing 

2  study  and  investigation  of  the  programs  of  insurance  pro- 

3  vided  for  in  this  part  and  in  title  XVIII  of  the  Social 

4  Security  Act  with  a  view  to  assisting  in  the  formulation  and 

5  implementation  of  national  policy  in  the  field  of  health  care 

6  for  the  aged.    The  Council  shall  from  time  to  time  make 

7  reports  to  the  President  (for  transmittal  by  him  to  the  Con- 

8  gress)  of  its  findings  and  recommendations  resulting  from 

9  such  study  and  investigation. 

10  (c)  In  order  to  assist  the  Advisory  Council  in  carrying 

11  out  its  duties  the  Council  is  authorized  to  employ,  in  accord- 

12  ance  with  the  civil  service  laws  and  the  Classification  Act 

13  of  1949,  as  amended,  such  staff  as  may  be  necessary. 

14  (d)  The  Advisory  Council  shall  consist  of  twenty-four 

15  members  who  shall  be  appointed  by  the  President.  Mem- 

16  bers  of  the  Advisory  Council  shall  be  selected  by  the  Presi- 

17  dent  with  a  view  to  providing  a  broad  representation,  among 

18  the  membership  of  the  Council,  of  the  insurance  industry, 

19  labor,  business,  medical  profession,  consumers,  and  other 

20  interested  elements  of  society.    Not  less  than  four  members 

21  of  the  Council  shall  be  persons  whom  the  insurance  industry 

22  shall  have  approved  as  having  adequate  insurance  experi- 

23  ence.    The  members  of  the  Advisory  Council  shall  elect  a 

24  member  of  the  Advisory  Council  as  Chairman  thereof. 

25  (e)  Each  member  shall  hold  office  for  a  term  of  four 

26  years,  except  that  any  member  appointed  to  fill  a  vacancy 
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1  occurring  prior  to  the  expiration  of  the  term  for  which  his 

2  predecessor  was  appointed  shall  be  appointed  only  for  the 

3  remainder  of  such  term,  and  except  that  the  terms  of  office 

4  of  the  members  first  taking  office  shall  expire,  as  designated 

5  by  the  President  at  the  time  of  appointment,  four  at  the  end 

6  of  the  first  year,  four  at  the  end  of  the  second  year,  four  at 

7  the  end  of  the  third  year,  and  four  at  the  end  of  the  fourth 

8  year.    A  member  shall  not  be  eligible  to  serve  continuously 

9  for  more  than  two  terms. 

10  (f)  Members  of  the  Advisory  Council,  while  attending 

11  meetings  or  conferences  of  the  Council  or  otherwise  serving 

12  on  business  of  the  Council  shall  receive  compensation  at  rates 

13  fixed  by  the  Secretary,  but  not  exceeding  $100  per  day,  and 

14  while  so  serving  away  from  their  homes  or  regular  places 

15  of  business  they  may  be  allowed  travel  expenses,  including 

16  per  diem  in  lieu  of  subsistence,  as  authorized  by  section  5 

17  of  the  Administrative  Expenses  Act  of  1946  (5  U.S.C. 

18  7Sb-2)  for  persons  in  the  Government  service  employed 

19  intermittently.    The  Advisory  Council  shall  meet  as  fre- 

20  quently  as  it  deems  necessary,  but  not  less  often  than  two 

21  times  per  year.    Upon  request  of  thirteen  or  more  of  its 

22  members,  it  shall  be  the  duty  of  the  Chairman  to  call  a 

23  meeting  of  the  Advisory  Council. 

24  EXEMPTION  OF  ASSOCIATION  FROM  CERTAIN  LAWS 

25  Sec.  247.  (a)  The  association  and  each  carrier  which 

26  is  a  member  of  the  association  shall,  <nith  respect  to  so 
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1  much  of  its  business  operations  as  is  concerned  exclusively 

2  with  offering  for  sale,  selling,  and  administering,  the  stand- 

3  ard  policy  or  alternative  policies  ( as  described  in  section 

4  232  ( c) ) ,  operate  on  a  nonprofit  basis  and  be  exempt  from 

5  the  provisions  of  the  Act  of  July  2, 1890,  as  amended  (known 

6  as  the  Sherman  Act),  other  than  so  much  thereof  as  relates  to 

7  any  agreement  to  boycott,  coerce,  or  intimidate  or  any  act  of 

8  boycott,  coercion,  or  intimidation;  the  Act  of  October  15, 

9  1914,  as  amended  (known  as  the  Clayton  Act);  and  the 
10  Federal  Trade  Commission  Act. 

H  (b)  Any  operation  of  a  carrier  which  is  the  subject  of 

12  an  exemption  provided  in  subsection  (a)  shall  be  subject 

1^  to  the  regulation  of  the  Secretary. 

14  COMPLIANCE  PROVISIONS 

15  Sec.  248.  (a)  If,  after  reasonable  opportunity  for  hear- 

16  ing  extended  to  the  carrier  concerned,  it  is  determined  by 

17  the  Secretary  that  a  carrier  has  failed  to  comply  with  any 

18  requirement  of  this  part,  or  with  any  regulation  promulgated 

19  pursuant  to  this  part,  the  Secretary  may  declare  either  that 

20  the  membership  of  such  carrier  in  the  association  is  per- 

21  manently  terminated  or  that  such  membership  is  suspended 

22  until  such  time  as  the  Secretary  is  satisfied  that  such  carrier 

23  will  no  longer  fail  to  comply  with  such  requirement  or  such 

24  regulation. 

25  (b)  During  any  period  that  the  membership  of  any 

26  carrier  is  inoperative  by  reason  of  action  taken  by  the  Secre- 
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1  tary  pursuant  to  subsection  (a),  such  carrier  shall  not  be 

2  entitled  to  any  exemption  provided  by  section  236 (a),  and 

3  shall  not,  for  any  purpose,  represent  itself  as  being  a  member 

4  of  the  association.   Any  carrier  who,  in  offering  for  sale  any 

5  health  insurance  policy,  falsely  represents  itself  to  be  a 

6  member  of  the  association  shall  be  fined  not  more  than 

7  $10,000. 

8  HEARINGS  AND  JUDICIAL  REVIEW 

9  Sec.  249.  (a)  Prior  to  promulgating  any  regulation, 
10  issuing  any  order,  making  any  finding  of  fact,  or  taking  any 
H  other  action  under  this  part  which  affects  the  association  or 
12  any  member  thereof,  the  Secretary  shall  hold  an  appropriate 
1^  hearing  on  the  matter  and  provide  adequate  opportunity  to 

14  representatives  of  the  association  and  to  any  interested 

15  member  thereof  to  be  present  and  present  testimony  at  such 

16  hearing. 

17  (b)  If  the  association,  or  any  member  thereof,  is  dis- 
1^  satisfied  with  any  action  of  the  Secretary  on  which  a  hearing 

19  is  required  to  be  held  under  subsection  (a),  the  association, 

20  or  such  member,  as  the  case  may  be,  may  appeal  to  the 

21  United  States  District  Court  for  the  District  of  Columbia  by 

22  filing  with  such  court  a  notice  of  appeal.   The  jurisdiction  of 

23  the  court  shall  attach  upon  the  filing  of  such  notice.   A  copy 

24  of  the  notice  of  appeal  shall  be  forthwith  transmitted  by  the 

25  clerk  of  the  court  to  the  Secretary,  or  any  officer  designated 
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1  by  him  for  that  purpose.    The  Secretary  shall  thereupon  file 

2  in  the  court  the  record  of  the  proceedings  on  which  he  based 

3  his  action.   The  action  of  the  Secretary  shall  be  reviewed  by 

4  the  court  (on  the  record)  in  accordance  with  the  provisions 

5  of  the  Administrative  Procedure  Act. 

Passed  the  House  of  Representatives  July  29,  1964. 

Attest:  RALPH  R.  ROBERTS, 

Clerk. 

Passed  the  Senate  with  amendments  September  3  (leg- 
islative day  September  1),  1964. 

Attest:  FELTON  M.  JOHNSTON, 

Secretary. 


House  of  Representatives 

Tuesday,  September  8,  1964 


MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate  by  Mr. 
Arrington,  one  of  its  clerks,  announced 
that  the  Senate  had  passed,  with 
amendments  in  which  the  concurrence 
of  the  House  is  requested,  a  bill  of  the 
House  of  the  following  title: 

H.R.  11865.  An  act  to  increase  benefits 
under  the  Federal  old-age,  survivors,  and 
disability  insurance  system,  to  provide 
child's  insurance  benefits  beyond  age  18 
while  in  school,  to  provide  widow's  benefits 
at  age  60  on  a  reduced  basis,  to  provide  ben- 
efits for  certain  individuals  not  otherwise 
eligible  at  age  72,  to  improve  the  actuarial 
status  of  the  trust  funds,  to  extend  cover- 
age, and  for  other  purposes. 

The  message  also  announced  that  the 
Senate  insists  upon  its  amendments  to 
the  foregoing  bill,  requests  a  conference 
with  the  House  on  the  disagreeing  votes 
of  the  two  Houses  thereon,  and  appoints 
Mr.  Byrd  of  Virginia,  Mr.  Long  of  Loui- 
siana, Mr.  Smathers,  Mr.  Anderson,  Mr. 
Gore,  Mr.  Williams  of  Delaware,  and 
Mr.  Carlson  to  be  the  conferees  on  the 
part  of  the  Senate. 
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SOCIAL  SECURITY  AMENDMENTS 
OP  1964— REQUEST  TO  HOUSE 
FOR   RETURN   OP  BILL 

On  request  of  Mr.  Mansfield,  and 
by  unanimous  consent,  it  was 

Ordered,  That  the  Secretary  be  di- 
rected to  request  the  House  of  Repre- 
sentatives to  return  to  the  Senate  the 
bill  H.R.  11865,  the  Social  Security 
Amendments  of  1964,  together  with  the 
accompanying  papers. 

Mr.  MANSFIELD  subsequently  said: 
Mr.  President,  I  ask  unanimous  consent 
that  the  message  sent  to  the  House  to- 
day be  recalled  temporarily. 

The  PRESIDING  OFFICER.  Is  there 
objection?  Hearing  none,  it  is  so 
ordered. 

Mr.  MANSFIELD  further  subsequently 
said:  Mr.  President,  a  short  time  ago  I 
asked  unanimous  consent  that  H.R. 
11865,  the  social  security  bill,  be  returned 
to  the  Senate.  That  request  was 
granted. 

I  did  so  because  I  had  received  a  com- 
munication from  the  distinguished  Sen- 
ator from  Kentucky  [Mr.  Cooper],  ask- 
ing that  it  be  recalled  for  the  purpose 
of  adding  an  amendment,  under  a  unani- 
mous-consent request,  which  had  to  do 
with  the  State  of  Kentucky. 

In  view  of  the  fact  that  H.R.  11865  was 
passed  by  a  rather  large  vote  in  the  Sen- 
ate, and  on  which  a  motion  to  reconsider 
the  vote  was  tabled,  I  must  most  reluc- 
tantly and  most  respectfully  object  to 
the  request  of  the  Senator  from  Ken- 
tucky. 

Therefore,  Mr.  President,  I  ask  unani- 
mous consent  that  the  order  requesting 
its  return  be  rescinded. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 
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RETURN  TO  THE  SENATE  FROM 
THE  HOUSE  OP  H.R.  11865,  THE 
SOCIAL    SECURITY  BILL 

Mr.  COOPER.  Mr.  President,  I  wish 
to  thank  the  majority  leader,  the  Senator 
from  Montana  [Mr.  Mansfield],  for  do- 
ing his  best  earlier  today  to  accommo- 
date a  request  I  had  made  in  connection 
with  the  Social  Security  Amendments  of 
1964,  H.R.  11865,  passed  by  the  Senate 
last  Thursday,  shortly  before  the  Senate 
recessed  for  the  Labor  Day  weekend. 

I  ask  unanimous  consent  that  there 
be  printed  in  the  Record  at  this  point,  a 
copy  of  my  letter  to  the  majority  leader, 
along  with  my  letter  to  Senator  Long, 
who  managed  the  bill  in  the  Senate,  and 
copies  of  telegrams  I  received  from  Mr. 
James  L.  Sublett,  executive  secretary  of 
the  Teachers'  Retirement  System  of 
Kentucky,  and  from  Mr.  Roger  H.  Jones, 
president  of  the  Kentucky  Education  As- 
sociation— but  not  until  after  the  final 
vote  on  the  Senate  bill,  Thursday  after- 
noon, September  3. 

There  being  no  objection,  the  letters 
and  telegrams  were  ordered  to  be  printed 
in  the  Record,  as  follows: 

September  4,  1964. 

Hon.  Mike  Mansfield, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mike:  I  understand  you  have  asked 
that  H.R.  11865,  the  social  security  amend- 
ments of  1964  as  passed  by  the  Senate  yes- 
terday, be  messaged  to  the  House  at  noon 
on  Tuesday. 

I  would  like  to  ask  if  it  would  be  possible, 
without  seriously  inconveniencing  your  plans, 
to  postpone  this  action  until,  say,  1  o'clock 
on  Tuesday. 

My  purpose  is  to  have  the  opportunity  to 
ask  unanimous  consent  that  the  final  vote 
be  reconsidered  for  the  express  and  limited 
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purpose  of  proposing  an  amendment.  The 
amendment  affects  Kentucky  and  no  other 
State.  I  understand,  of  course,  that  this 
would  not  be  possible  unless,  after  talking  to 
Senator  Byrd  and  Senator  Williams,  I  find 
that  this  procedure  is  acceptable  to  the 
Finance  Committee. 

The  amendment  consists  of  striking  out 
lines  2  and  3  on  page  40  of  the  bill,  which 
specifically  add  Kentucky  to  the  list  of  17 
States  now  authorized  to  divide  their  State 
and  local  government  retirement  systems 
into  two  parts  for  purposes  of  social  security 
coverage. 

This  provision  was  contained  in  the  House 
bill.  However,  only  yesterday,  I  received 
word  from  the  president  of  the  Kentucky 
Education  Association,  and  the  board  of 
trustees  of  the  Kentucky  Teachers  Retire- 
ment System,  that  both  State  organizations 
of  teachers  are  strenuously  opposed  to  the 
provision — which  principally  affects  only 
teachers  in  the  State  of  Kentucky. 

Because  the  provision  is  controversial  in 
Kentucky,  and  this  information  was  received 
so  late,  it  would  be  helpful  if  it  could  be 
considered  in  conference. 

I  know  this  is  an  unusual  request,  but  per- 
haps I  can  talk  to  you  about  it  and  will  look 
for  you  before  the  Senate  convenes  on  Tues- 
day. 

Sincerely  yours, 

John  Sherman  Cooper. 

September  4,  1964. 

Hon.  Russell  B.  LONG, 

U.S.  Senate,  Washington,  D.C. 

Dear  Russell:  The  social  security  bill  as 
passed  in  the  Senate  yesterday  contains  a 
provision  in  new  section  109,  specifically 
adding  Kentucky  to  the  list  of  17  States 
now  authorized  to  divide  their  State  and 
local  government  retirement  systems  into 
two  parts  for  purposes  of  social  security 
coverage. 

This  provision  was  contained  in  the  House 
bill.  However,  only  yesterday,  I  received 
word  from  the  president  of  the  Kentucky 
Education  Association,  and  the  Board  of 
Trustees  of  the  Kentucky  Teachers  Retire- 
ment System,  that  both  State  organizations 
of  teachers  are  strenuously  opposed  to  the 
provision. 

Since  the  matter  has  turned  out  to  be 
controversial,  principally  affects  teachers  in 
Kentucky  whose  organizations  oppose  the 
provision,  and  affects  no  other  State,  it 
would  be  helpful  if  it  could  be  considered 
in  conference.  But,  this  will  not  be  pos- 
sible unless  we  could  secure  unanimous  con- 
sent when  the  Senate  convenes  on  Tuesday 
to  reconsider  the  final  vote  for  the  express 
and  limited  purpose  of  asking  that  lines  2 
and  3  on  page  40  be  stricken  from  the  bill. 

I  know  this  is  an  unusual  request.  But, 
if  you  have  no  objection  and  could  accept 
the  amendment,  it  would  be  very  helpful  and 
I  am  sure  could  be  disposed  of  quickly. 

I  would  like  very  much  to  talk  to  you 
about  this  and  will  try  to  see  you  when  the 
Senate  convenes  on  Tuesday. 
Sincerely  yours, 

John  Sherman  Cooper. 


John  Sherman  Cooper, 
U.S.  Senator, 

Capitol,  Washington,  D.C: 

Board  of  trustees,  Kentucky  Teachers'  Re- 
tirement System  strongly  oppose  section  12 
of  H.R.  11865.  Teacher  retirement  contri- 
bution increases  to  7  percent  of  salary  July 
1965.  Addition  of  social  security  at  approxi- 
mately 5  percent  too  great  a  burden  for 
teacher  and  taxpayer.  Studies  show  50 
percent  Kentucky  teachers  are  married 
women  v/ith  social  security  coverage  through 
husband.  Enactment  of  this  legislation 
means  eventual  weakening  of  one  of  strong- 
est retirement  programs  in  Nation.  Original 
proposal  as  sponsored  by  Congressman  Sny- 
der came  from  small  group  of  older  teachers 


in  Louisville  who  are  interested  in  windfall. 
Twenty-five  school  districts  would  be  re- 
quired to  raise  local  property  tax  rate  beyond 
present  legal  limit  to  pay  employers  portion 
of  tax.  Cost  in  Pulaski  County  20  cents  of 
$1.50  rate.  Laurel  County  would  need  21 
cents  beyond  the  legal  $1.50  rate.  Strongly 
urge  every  effort  to  delete  this  provision. 

James  L.  Sublett, 
Executive  Secretary,  Teachers'  Retire- 
ment System  of  State  of  Kentucky. 


Senator  John  Sherman  Cooper, 
Senate  Office  Building, 
Washington,  D.C: 

For  a  number  of  years  the  Kentucky  Edu- 
cation Association  has  been  opposed  to  com- 
bining Kentucky  Teachers'  Retirement  Sys- 
tem with  any  other  retirement  plan,  includ- 
ing social  security.  As  late  as  1963  the  KEA 
delegate  assembly  composed  of  600  teachers 
from  throughout  Kentucky  reaffirmed  its  po- 
sition as  follows:  "We  reaffirm  the  position 
taken  by  KEA  in  keeping  the  Kentucky  re- 
tirement system  actuarially  sound  in  pref- 
erence to  supplmentary  coverage  from  other 
sources." 

Roger  H.  Jones, 
President,  Kentucky  Education  Asso- 
ciation. 

Mr.  COOPER.  Briefly,  the  bill  as 
passed  by  the  House  and  sent  to  the  Sen- 
ate contained  a  provision  adding  the 
States  of  Alaska  and  Kentucky  to  the 
list  of  17  States  now  authorized  to  divide 
their  State  and  local  government  retire- 
ment systems  into  two  parts,  for  pur- 
poses of  social  security  coverage. 

When  I  received  word  that  this  pro- 
vision might  not  be  desired  by  the  ma- 
jority of  teachers  in  Kentucky,  I  did  send 
a  telegram  to  Mr.  Sublett  and  to  Mr. 
Jones  on  Wednesday,  September  2.  But, 
as  the  letters  explain,  I  did  not  receive 
their  response  until  after  the  Senate  had 
acted  upon  the  entire  bill.  Although  I 
had  received  no  advice  on  this  subject 
from  the  two  organizations  earlier,  be- 
cause of  their  opposition,  I  thought  it 
would  be  helpful  to  have  the  provision 
considered  in  conference. 

I  appreciate  very  much  the  courtesy  of 
the  majority  leader  in  taking  the  un- 
usual action  of  securing  a  Senate  order 
requesting  that  the  House  of  Representa- 
tives return  the  bill  to  the  Senate,  so  that 
I  might  have  the  opportunity  of  making 
a  unanimous-consent  request  to  remove 
the  Kentucky  provision  from  the  Senate 
bill,  so  that  it  could  be  considered  in  con- 
ference between  the  two  Houses.  I  un- 
derstand that  when  the  order  of  the 
Senate  was  received  by  the  Secretary  of 
the  Senate,  the  House  of  Representatives 
had  already  adjourned  until  Thursday, 
September  10,  so  that  it  was  impossible 
for  this  to  be  done. 

I  know  that  the  authority  granted  by 
the  provision  in  the  bill  is  permissive; 
that  before  it  could  be  put  into  effect,  en- 
abling legislation  by  the  Kentucky  Gen- 
eral Assembly  would  probably  be  re- 
quired; that  the  teachers'  retirement 
system  could  not  be  divided  unless  the 
State  decided  to  do  so;  and,  finally,  that 
if  the  State  did  so  decide,  the  question 
would  be  submitted  to  State  and  local 
groups  of  teachers,  for  their  decision  by 
referendum  or  as  individuals.  So  I  do 
not  think  any  action  can  be  taken 
against  the  wishes  of  the  majority  of  the 
teachers  in  Kentucky,  who  now  have 
their  own  retirement  system. 


I  know  that  my  colleague  from  Ken- 
tucky [Mr.  Morton],  who  is  a  member 
of  the  Finance  Committee,  also  tried  to 
correct  this  provision,  and,  I  am  sure, 
joins  in  expressing  to  the  majority  lead- 
er our  thanks  for  his  extraordinary  ac- 
tion in  helping  to  explore  every  possibil- 
ity of  carrying  out  the  wishes  of  the 
teacher  organizations  of  our  State. 


House  of  Representatives 

Tuesday,  September  15,  1964 

Mr.  MILLS.  That  is  correct.  It  is  my 
understanding,  if  we  can  send  this  mat- 
ter to  conference  by  unanimous  consent, 
that  will  be  correct. 

Mr.  HALLECK.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  UTT.  I  yield  to  the  minority 
leader. 

Mr.  HALLECK.  That  is  my  under- 
standing, and  I  have  discussed  the  matter 
with  Mr.  Byrnes  of  Wisconsin,  the  rank- 
ing Republican  member. 

Mr.  ALBERT.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  UTT.  I  yield  to  the  majority 
leader. 

Mr.  ALBERT.  That  is  my  under- 
standing, also. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ar- 
kansas? 

The  Chair  hears  none  and  appoints 
the  following  conferees:  Messrs.  Mills, 
King  of  California,  Boggs,  Byrnes  of 
Wisconsin,  and  Curtis. 


FEDERAL  OLD-AGE,  SURVIVORS, 
AND  DISABILITY  INSURANCE  SYS- 
TEM 

Mr.  MILLS.  Mr.  Speaker,  I  ask  unani- 
mous consent  to  take  from  the  Speaker's 
table  the  bill  (H.R.  11865)  to  increase 
benefits  under  the  Federal  old-age,  sur- 
vivors, and  disability  insurance  system, 
to  provide  child's  insurance  benefits  be- 
yond age  18  while  in  school,  to  provide 
widow's  benefits  at  age  60  on  a  reduced 
basis,  to  provide  benefits  for  certain  in- 
dividuals not  otherwise  eligible  at  age 
72,  to  improve  the  actuarial  status  of  the 
trust  funds,  to  extend  coverage,  and  for 
other  purposes,  with  Senate  amendments 
thereto,  disagree  to  the  Senate  amend- 
ments, and  agree  to  the  conference  re- 
quested by  the  Senate. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ar- 
kansas? 

Mr.  UTT.  Mr.  Speaker,  reserving  the 
right  to  object,  I  would  like  to  ask  the 
chairman  of  the  Committee  on  Ways  and 
Means,  Is  there  any  agreement  that  this 
shall  go  directly  to  conference  without 
any  intervening  move  by  either  the  ma- 
jority or  the  minority? 
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MESSAGE  FROM  THE  HOUSE 

A  message  from  the  House  of  Repre- 
sentatives, by  Mr.  Hackney,  one  of  its 
reading  clerks,  announced  that  the 
House  had  disagreed  to  the  amendments 
of  the  Senate  to  the  bill  (H.R.  11865)  to 
increase  benefits  under  the  Federal  old- 
age,  survivors,  and  disability  insurance 
system,  to  provide  child's  insurance 
benefits  beyond  age  18  while  in  school, 
to  provide  widow's  benefits  at  age  60  on  a 
reduced  basis,  to  provide  benefits  for  cer- 
tain individuals  not  otherwise  eligible  at 
age  72,  to  improve  the  actuarial  status 
of  the  trust  funds,  to  extend  coverage, 
and  for  other  purposes;  agreed  to  the 
conference  asked  by  the  Senate  on  the 
disagreeing  votes  of  the  two  Houses 
thereon,  and  that  Mr.  Mills,  Mr.  King 
of  California,  Mr.  Boggs,  Mr.  Byrnes  of 
Wisconsin,  and  Mr.  Curtis  were  appoint- 
ed managers  on  the  part  of  the  House 
at  the  conference. 
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11865,  AS  PASSED  BY  THE  HOUSE  OF  REPRESENTATIVES 
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A.  INTRODUCTION 

This  actuarial  study  presents  both  short-  and  long-range  cost 
estimates  for  three  versions  of  H.R.  11865 — namely,  as  passed  by  the 
House  of  Representatives  on  July  29,  as  reported  by  the  Senate 
Committee  on  Finance  on  August  20,  and  as  passed  by  the  Senate  on 
September  3. 

From  an  actuarial  cost  standpoint,  the  major  features  of  this  bill  as 
passed  by  the  House  are  as  follows  (a  complete  analysis  is  contained 
in  H.  Rept.  1548,  88th  Cong.) : 

(1)  Monthly  benefits  for  all  types  of  beneficiaries  would  be 
increased  by  5  percent  on  that  portion  of  the  benefit  that  is 
derived  from  the  first  $400  of  average  monthly  wage,  as  shown  in 
table  la. 

(2)  Child's  benefits  would  be  payable  up  to  age  22  while 
attending  school  (but  mother's  benefits  would  not  be  payable 
solely  with  respect  to  such  a  child) . 

(3)  Actuarially  reduced  benefits  would  be  available  for  widows 
(without  eligible  children)  first  claiming  them  at  ages  60  and  61. 

(4)  Benefits  would  be  provided  for  certain  individuals  aged  72 
and  over  who  are  not  fully  insured  under  present  law — under  the 
transitional  insured  status  provisions. 

(5)  The  underlying  basis  for  the  family  maximum  benefit 
provision  would  be  changed  so  that  it  would  be  earnings-related 
at  all  earnings  level.  The  present  basis  is  the  smaller  of  80 
percent  of  average  monthly  wage  or  $254  (twice  the  maximum 
primary  insurance  amount,  which  is  the  sum  payable  to  a  worker 
retiring  at  or  after  age  65,  or  to  a  disabled  worker,  without 
considering  benefits  for  dependents),  but  in  no  case  less  than 
V/i  times  the  primary  insurance  amount.  Under  the  proposed 
basis,  the  dollar-limit  amount  ($254)  would  be  eliminated,  and 
instead  the  maximum  would  be  determined  from  a  weighted 
formula — 80  percent  of  the  first  $x  of  average  monthly  wage, 
plus  40  percent  of  the  average  monthly  wage  in  excess  of  $x 
(where  x  is  two-thirds  of  the  maximum  possible  average  monthly 
wage — i.e.,  one-twelfth  of  the  maximum  annual  earnings  base.) 

(6)  Coverage  would  be  extended  to  self-employed  doctors  and 
to  tips. 

(7)  The  maximum  earnings  base  would  be  increased  from 
$4,800  to  $5,400  per  year. 

(8)  The  contribution  schedule  would  be  revised  in  the  manner 
shown  in  table  lb. 

(9)  The  allocation  to  the  disability  insurance  trust  fund  would 
be  increased  from  0.50  percent  of  taxable  payroll  (with  respect  to 
the  combined  employer-employee  rate)  to  0.65  percent. 
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Table  la. — Illustrative  monthly  benefits  payable  under  present  law,  under  House- 
approved  bill  and  under  Senate-approved  bill 


Old-age  benefits 1 

Average  monthly  wage 

Worker  alone 

Worker  and  wife  1 

Present 

House 

Senate 

Present 

House 

Senate 

law 

bill 

bill 

law 

biU 

bill 

$67  or  less  

$40 

$42.00 

$47 

$60.00 

$63.00 

$70.  50 

$100  

59 

62.00 

66 

88.50 

93.00 

99.00 

$150   

73 

76.70 

80 

109.50 

115.10 

120.00 

$200  

84 

88.20 

91 

126.00 

132.30 

136.50 

$260    

95 

99.80 

102 

142.50 

149.  70 

153.00 

$300     

105 

116.30 

112 

157.50 

165.50 

168.00 

$350    

116 

121.80 

123 

174.00 

182.  70 

184.50 

$400    

127 

133.40 

134 

190.50 

200.10 

201.00 

$450  _   

m 

143.40 

144 

(3) 

215.10 

216.00 

$466   _   

(') 

(3) 

148 

(3) 

(s) 

222.00 

Survivor  benefits 


Average  monthly 

Widow  £ 

iged  62,  widower  or 

Widow  aged  60 « 

Widow  and  2  children 

wage 

parent 

Present 

House 

Senate 

House 

Senate 

Present 

House 

Senate 

law 

bill 

bill 

bill 

bill 

law 

bill' 

bills 

$67  or  less  

$40.00 

$42.00 

$47.00 

$36.40 

$40.80 

$60.00 

$63.00 

$70.50 

$100   

4a  70 

51.20 

54.50 

44.40 

47.30 

88.50 

93.00 

99.00 

$150  

60.30 

63.30 

66.00 

54.90 

57.20 

120.00 

120.00 

120.00 

$200...  

69.30 

72.80 

75. 10 

63.10 

65.10 

161.  70 

161.  70 

161.  70 

$250...   

78.40 

82.40 

84.20 

71.50 

73.00 

202.50 

202.50 

202.  50 

$300  

86.70 

91.00 

92.40 

78.90 

80.10 

23a  40 

240.00 

240.00 

$350   

95.70 

100.50 

101.50 

87. 10 

88.00 

254. 10 

260.40 

266. 10 

$400  

104.80 

110. 10 

110.60 

95.50 

95.90 

254. 10 

281.40 

286.80 

$450  

(') 

118  40 

118.80 

102.70 

103.00 

(') 

300.00 

305.  70 

$466  

(') 

o 

122. 10 

(') 

105.90 

(*) 

(J) 

312.00 

1  Worker  aged  65  or  over  at  time  of  retirement:  wife  aged  65  or  over  at  time  when  she  comes  on  the  roll. 

2  Survivor  benefit  amounts  for  a  widow  and  1  child  or  for  2  parents  are  the  same  as  for  a  worker  and  wife 
aged  65  and  over  at  time  of  claim. 

3  Not  applicable  since  maximum  average  monthly  wage  possible  is  $400  under  present  law  and  $450  under 
House-approved  bill. 

4  Not  applicable  under  present  law. 

8  For  families  on  the  benefit  roll  in  the  month  after  the  month  of  enactment  who  are  affected  by  the  maxi- 
mum-benefit provisions,  the  amounts  payable  under  the  bill  would,  in  some  cases,  be  somewhat  higher 
than  those  shown  above. 

Table  lb.- — Contribution  rates  under  various  versions  of  H.R.  11865,  as  compared 

with  those  under  present  law 
[In  percent] 


Calendar  years 

Present  law 

H.R.  11865 

House- 
approved  bill 
and  Senate 
Finance 
Committee  bill 

Senate- 
approved  bill 

1965    

Employer  and  employee,  each 

3-625 
4.125 
4.625 
4.625 

3.8 
4.0 
4.5 
4.8 

4.26 
4.5 
5.0 
5.2 

1966-67     

1968-70.   

1971  and  after.   

1965   

Self-employed  persons 

5.4 
6.2 
6.9 
6.9 

5.7 
6.0 
6.8 
7.2 

6.4 
6.8 
7.5 
7.8 

1966-67      

1968-70.   

1971  and  after     
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The  bill  as  reported  by  the  Senate  Committee  on  Finance  differs 
from  the  House-approved  bill  only  in  that  the  extension  of  coverage 
to  self-employed  doctors  and  to  tips  was  eliminated  (a  complete 
analysis  is  contained  in  S.  Rept.  1513,  88th  Cong.). 

The  bill  as  passed  by  the  Senate  differs  from  the  version  reported 
by  the  Senate  Finance  Committee  in  the  following  ways: 

(1)  The  5-percent  benefit  increase  was  eliminated,  and  instead,  the 
primary  insurance  amount  (the  sum  payable  to  a  worker  retiring 
at  or  after  age  65,  or  to  a  disabled  worker,  without  considering  benefits 
for  dependents)  would  be  increased  by  $7  at  all  earnings  levels;  sup- 
plementary and  survivor  benefits  would  be  affected  proportionately 
(see  table  la). 

(2)  The  earnings  test  (retirement  test)  would  be  liberalized  by 
increasing  the  annual  exempt  amount  from  $1,200  to  $1,500  (with  a 
corresponding  change  in  the  monthly  test — by  increasing  the  monthly 
exempt  amount  of  wages  from  $100  to  $125)  and  by  increasing  the 
band  above  the  annual  exempt  amount  for  which  $1  of  benefits  is 
withheld  for  each  $2  of  earnings  from  $500  to  $1,500. 

(3)  The  dependency  requirements  for  children  to  be  eligible  for 
benefits  would  be  liberalized  in  certain  cases  where  the  child  is  living 
with  some  person  other  than  the  parents. 

(4)  Persons  meeting  the  so-called  occupational  blindness  conditions 
would  be  eligible  for  monthly  disability  benefits  if  they  have  six 
quarters  of  coverage  (earned  at  any  time). 

(5)  Hospitalization  and  related  benefits  would  be  provided  for  all 
beneficiaries  and  eligibles  aged  65  and  over  (and  also,  but  financed 
from  general  funds  rather  than  from  the  OASDI  system,  for  most  other 
persons  aged  65  and  over  in  the  country,  even  though  they  do  not 
possess  insured  status  or  benefit  eligibility  under  OASDI).  The 
benefits  provided  would  be  similar  to  those  provided  by  the  King- 
Anderson  bill  (H.R.  3920  and  S.  880),  with  the  major  differences  being 
that  the  skilled  nursing  facility  benefit  would  be  available  for  a  maxi- 
mum of  60  days  per  benefit  period  (rather  than  180  days  as  in  such 
bill)  and  that  certain  potential  dynamic  cost-sharing  provisions  (de- 
scribed subsequently)  would  be  introduced  as  an  offset  to  the  factor  of 
hospitalization  costs  rising  more  rapidly  than  the  general  wage  level. 
An  amount  of  0.60  percent  of  payroll  for  1965  and  0.76  percent  of 
payroll  thereafter  (with  respect  to  the  combined  employer-employee 
rate)  would  be  assigned  to  the  hospital  insurance  trust  fund. 

(6)  The  maximum  annual  earnings  base  would  be  increased  to 
$5,600  (as  compared  with  $5,400  in  the  House-approved  bill). 

(7)  The  contribution  schedule  would  be  increased,  as  shown  in 
table  lb. 

(8)  The  allocation  to  the  disability  insurance  trust  fund  would  be 
increased  to  0.67  percent  of  taxable  payroll  (as  compared  with  0.65 
percent  in  the  House-approved  bill) . 

The  potential  dynamic  cost-sharing  provisions  would  first  become 
operative  in  1969.  Under  these  provisions,  a  uniform  amount  would 
be  payable  by  each  beneficiary  for  each  day  of  hospitalization.  For 
1969-70,  this  amount  would  be  determined  by  subtracting  (a)  $36 
times  the  ratio  of  the  average  of  the  earnings  bases  to  be  effective  in 
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1969-70  to  $5,600,  from  (6)  the  average  daily  hospitalization  cost 
under  the  program  in  1966-67  (.such  average  cost  including  not  only 
room  and  board  charges,  but  also  charges  for  all  applicable  special 
services).  It  may  be  noted  that  the  $36  figure  in  the  formula  repre- 
sents the  estimate  of  the  average  daily  hospitalization  costs  that 
would  have  resulted  under  the  program  if  it  had  been  in  effect  in 
1964-65.  Furthermore,  the  result  obtained  under  the  foregoing 
formula  is  to  be  rounded  to  the  nearest  multiple  of  $2. 

The  working  of  this  formula  may  be  clearer  if  an  actual  example  is 
given.  Assume  that  the  average  daily  hospitalization  cost  under  the 
program  for  1966-67  is  $41.22  (representing  an  annual  rate  of  increase 
of  7  percent  for  the  2-year  time  period  involved  between  1964-65 
and  1966-67).  First,  assume  that  the  earnings  base  remains  at 
$5,600  from  1965  through  1970;  then,  the  cost-sharing  payment  is 
$6  per  day  of  hospitalization,  derived  as  follows: 

$4 1.22 -$36xl?4??=  $5.22,  which  when  rounded  becomes  $6. 
$5,600 

Second,  assume  that  the  earnings  base  scheduled  (as  of  1968)  for  1969 
is  $5,600,  but  this  is  to  rise  to  $6,000  in  1970 ;  under  these  circumstances, 
the  daily  cost-sharing  payment  would  be  $4,  derived  as  follows: 

$41.22-$36x|f^§g-S3.93. 

The  cost  estimates  shown  in  this  report  for  the  House-approved 
bill  are  slightly  revised  as  compared  with  those  contained  in  the 
previously  cited  House  Report  No.  1548.  One  change  has  been  to 
revise  the  various  effective  dates — due  to  the  passage  of  time  between 
action  in  the  House  of  Representatives  and  the  current  date.  A 
further  change  has  been  to  reduce  the  cost  estimate  for  the  transitional- 
insured-status  provision;  this  was  done  because  the  original  estimate 
had  to  be  made  quite  rapidly,  and  subsequently  more  applicable 
data  has  become  available  so  that  a  better  estimate  could  be  made. 
The  cost  estimates  for  the  bill  as  reported  by  the  Senate  Committee 
on  Finance  were  contained  in  Senate  Report  No.  1513,  while  the 
cost  estimates  for  the  Senate-approved  bill  are  presented  for  the  first 
time  in  this  report. 

B.  FINANCING  POLICY 

1 .  Self-supporting  nature  of  system 

The  Congress  has  always  carefully  considered  the  cost  aspects  of 
the  old-age,  survivors,  and  disability  insurance  system  when  amend- 
ments to  the  program  have  been  made.  In  connection  with  the  1950 
amendments,  the  Congress  stated  the  belief  that  the  program  should 
be  completely  self-supporting  from  the  contributions  of  covered 
individuals  and  employers.  Accordingly,  in  that  legislation  the  pro- 
vision permitting  appropriations  to  the  system  from  general  revenues 
of  the  Treasury  was  repealed.  This  policy  has  been  continued  in 
subsequent  amendments.  The  Congress  has  always  very  strongly 
believed  that  the  tax  schedule  in  the  law  should  make  the  system  self- 
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supporting  as  nearly  as  can  be  foreseen  and,  therefore,  actuarially 
sound. 

2.  Actuarial  soundness  of  system 

The  concept  of  actuarial  soundness  as  it  applies  to  the  old-age, 
survivors,  and  disability  insurance  system  differs  considerably  from 
this  concept  as  it  applies  to  private  insurance  and  private  pension 
plans,  although  there  are  certain  points  of  similarity  with  the  latter. 
In  connection  with  individual  insurance,  the  insurance  company  or 
other  administering  institution  must  have  sufficient  funds  on  hand  so 
that  if  operations  are  terminated,  it  will  be  in  a  position  to  pay  off 
all  the  accrued  liabilities.  This,  however,  is  not  a  necessary  basis 
for  a  national  compulsory  social  insurance  system  and,  moreover,  is 
not  always  the  case  for  well-administered  private  pension  plans 
which  may  not  have  funded  all  the  liability  for  prior  service  benefits. 

It  can  reasonably  be  presumed  that,  under  Government  auspices, 
such  a  social  insurance  system  will  continue  indefinitely  into  the  future. 
The  test  of  financial  soundness,  then,  is  not  a  question  of  whether 
there  are  sufficient  funds  on  hand  to  pay  off  all  accrued  liabilities. 
Rather,  the  test  is  whether  the  expected  future  income  from  tax 
contributions  and  from  interest  on  invested  assets  will  be  sufficient 
to  meet  anticipated  expenditures  for  benefits  and  administrative 
costs.  Thus,  the  concept  of  "unfunded  accrued  liability"  does  not 
by  any  means  have  the  same  significance  for  a  social  insurance 
system  as  it  does  for  a  plan  established  under  private  insurance 
principles,  and  it  is  quite  proper  to  count  both  on  receiving  contri- 
butions from  new  entrants  to  the  system  in  the  future  and  on  paying 
benefits  to  this  group.  These  additional  assets  and  liabilities  must 
be  considered  in  order  to  determine  whether  the  system  is  in  actuarial 
balance. 

Accordingly,  it  may  be  said  that  the  old-age,  survivors,  and  dis- 
ability insurance  program  is  actuarially  sound  if  it  is  in  actuarial 
balance.  This  will  be  the  case  if  the  estimated  future  income  from 
contributions  and  from  interest  earnings  on  the  accumulated  trust 
fund  investments  will,  over  the  long  run,  support  the  disbursements 
for  benefits  and  administrative  expenses.  Obviously,  future  experi- 
ence may  be  expected  to  vary  from  the  actuarial  cost  estimates  made 
now.  Nonetheless,  the  intent  that  the  system  be  self-supporting  (or 
actuarially  sound)  can  be  expressed  in  law  by  utilizing  a  contribution 
schedule  that,  according  to  the  intermediate-cost  estimate,  results  in 
the  system  being  in  balance  or  substantially  close  thereto. 

The  Ways  and  Means  Committee  has  expressed  the  belief  that  it 
is  a  matter  for  concern  if  any  portion  of  the  old-age,  survivors,  and 
disability  insurance  system  shows  any  significant  actuarial  insuffi- 
ciency. Traditionally,  the  view  has  been  held  that  for  the  old-age 
and  survivors  insurance  portion  of  the  program,  if  such  actuarial 
insufficiency  has  been  no  greater  than  0.25  percent  of  payroll,  it  is  at 
the  point  where  it  is  within  the  limits  of  permissible  variation.  The 
corresponding  point  for  the  disability  insurance  portion  of  the  system 
is  about  0.05  percent  of  payroll  (lower  because  of  the  relatively  smaller 
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financial  magnitude  of  this  program).  Furthermore,  traditionally 
when  there  has  been  an  actuarial  insufficiency  exceeding  the  limits 
indicated,  any  subsequent  liberalizations  in  benefit  provisions  were 
fully  financed  by  appropriate  changes  in  the  tax  schedule  or  through 
raising  the  earnings  base,  and  at  the  same  time  the  actuarial  status  of 
the  program  was  improved. 

C.  ACTUARIAL  BALANCE  OF  PROGRAM  IN  PAST  YEARS 

1.  Status  after  enactment  of  1952  act 

The  actuarial  balance  under  the  1952  act  1  was  estimated,  at  the 
time  of  enactment,  to  be  virtually  the  same  as  in  the  estimates  made 
at  the  time  the  1950  act  was  enacted,  as  shown  in  table  2.  This  was 
the  case  because  the  estimates  for  the  1952  act  took  into  consideration 
the  rise  in  earnings  levels  in  the  3  years  preceding  the  enactment  of 
that  act.  This  factor  virtually  offset  the  increased  cost  due  to  the 
benefit  liberalizations  made.  New  cost  estimates  made  2  years  after 
the  enactment  of  the  1952  act  indicated  that  the  level  cost  (i.e., 
the  average  long-range  cost,  based  on  discounting  at  interest,  relative 
to  taxable  payroll)  of  the  benefit  disbursements  and  administrative 
expenses  was  0.57  percent  of  payroll  higher  than  the  level  equivalent 
of  the  scheduled  taxes  (including  allowance  for  interest  on  the  existing 
trust  fund). 


1  The  term  "1952  act"  (and  similar  terms)  is  used  to  designate  the  system  as  it  existed  after  the  enactment 
of  the  amendments  of  that  year. 
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Table  2. — Actuarial  balance  of  OASDI  program  under  various  acts  for  various 

estimates,  intermediate-cost  basis 


[Percent] 


Level-equivalent 1 

Date  of 

Legislation 

estimate 

Benefit 

Contribu- 

Actuarial 

costs  a 

tions 

balance  3 

Old-age,  survivors,  and  disability  insurance  * 

1935  act 

1935 

5. 36 

6. 36 

1939  act   

1939 

5.22 

5. 30 

+0.08 

1939  act  (as  amended  in  the  1940's  3) 

1950 

4.  45 

3.98 

-.47 

1950  act 

1950 

6.20 

6. 10 

-.10 

Do 

1952 

5. 49 

5. 90 

+.41 

1959  act 

1952 

6.00 

5.90 

-.10 

Do 

1954 

6.62 

6.  05 

-.67 

1954  act 

1954 

7.50 

7. 12 

-.38 

Do 

1956 

7. 45 

7.  29 

-.16 

1956  act 

1956 

7.85 

7.72 

-.13 

Do 

1958 

8.25 

7.  83 

-.42 

1958  act 

1958 

8.  76 

8.  52 

-.24 

Do      

1960 

8.73 

8.  68 

-.05 

1960  act  

1960 

8.98 

8.68 

-.30 

1961  act   

1961 

9.35 

9.  05 

-.30 

Do   -  —  — 

1963 

9.33 

9.02 

-.31 

Do  

1964 

9.36 

9. 12 

-.24 

1964  bill  (House)   

1964 

9. 61 

9.42 

-.19 

1964  bill  (Senate  Finance  Committee)   

1964 

9.64 

9.  42 

-.22 

1964  bill  (Senate-approved)  

1964 

10.82 

10.23 

-.59 

Old-age  and  survivors  insurance  * 

1956  act    

1956 

7.43 

7.23 

-0.20 

1956  act    

1958 

7.90 

7.33 

-.57 

1958  act   -  

1958 

8. 27 

8.02 

-.25 

1958  act    

1960 

8.38 

8.  18 

-.20 

1960  act    

1960 

8.42 

8. 18 

-.24: 

1961  act   

1961 

8. 79 

8.55 

-.24 

1961  act  

1963 

8.69 

8.52 

-.  17 

1961  act 

1964 

8.72 

8.62 

-.  10 

1964  bill  (House)..   

1964 

8.94 

8.  76 

-.18 

1964  bill  (Senate  Finance  Committee)  

1964 

8.98 

8.  77 

-.21 

1964  bill  (Senate-approved)    

1964 

9.31 

8.80 

-.51 

Disability  insurance » 

1956  act  

1956 

0.42 

0.49 

+0. 07 

1956  act    

1958 

.35 

.50 

+.  15 

1958  act   

1958 

.49 

.50 

+.01 

1958  act   _  

1960 

.35 

.60 

+.  16 

1960  act  

1960 

.66 

.50 

-.06 

1961  act    

1961 

.56 

.50 

-.06 

1961  act   

1963 

.64 

.50 

-.14 

1961  act 

1964 

.64 

.50 

-.14 

1964  bill  (House)   

1964 

.66 

.65 

-.01 

1964  bill  (Senate  Finance  Committee)   

1964 

.66 

.65 

-.01 

1964  bill  (Senate-approved).    

1964 

.75 

.67 

-.08 

Hospital  insurance  • 

1964  bill  (Senate-approved)    

1964 

0.  76 

0.  76 

0 

1  Expressed  as  a  percentage  of  effective  taxable  payroll,  including  adjustment  to  reflect  the  lower  con- 
tribution rate  for  the  self-employed  as  compared  with  the  combined  employer-employee  rate. 

1  Including  adjustments  (0)  to  reflect  the  lower  contribution  rate  for  the  self-employed  as  compared  with 
the  combined  employer-employee  rate,  (6)  for  the  interest  earnings  on  the  existing  trust  fund,  (c)  for  ad- 
ministrative expense  costs,  and  (d)  for  the  net  cost  of  the  financial  interchange  provisions  with  the  railroad 
retirment  system.  ?4 

1  A  negative  figure  indicates  the  extent  of  lack  of  actuarial  balance.  A  positive  figure  indicates  more 
than  sufficient  financing,  according  to  th^  particular  estimate. 

*  The  disability  insurance  program  was  inaugurated  in  the  1956  act  so  that  all  figures  for  previous  legisla- 
tion are  for  the  old-age  and  survivors  insurance  program  only.  The  hospital  insurance  program  would  be 
inaugurated  by  the  1964  legislation  so  that  all  figures  for  the  previous  legislation  are  for  the  old-age,  survivors, 
and  disability  insurance  program  only. 

s  The  major  changes  being  in  the  revision  of  the  contribution  schedule;  as  of  the  beginning  of  1950,  the 
ultimate  combined  employer-employee  rate  scheduled  was  only  4  percent. 

Note.— The  figures  for  the  1950  act  and  for  the  1952  act  according  to  the  1952  estimates  have  been  revised 
as  compared  with  those  presented  previously,  so  as  to  place  them  on  a  comparable  basis  with  the  later 
figures. 
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2.  Status  after  enactment  of  1954  act 

The  1954  amendments  as  passed  by  the  House  of  Representatives 
contained  an  adjusted  contribution  schedule  that  not  only  met  the 
increased  cost  of  the  benefit  changes  in  the  bill,  but  also  reduced  the 
aforementioned  lack  of  actuarial  balance  to  0.22  percent  of  taxable 
payroll,  a  point  where,  for  all  practical  purposes,  it  was  sufficiently 
provided  for.  The  bill  as  it  passed  the  Senate,  however,  contained 
several  additional  liberalized  benefit  provisions  without  any  offsetting 
increase  in  contribution  income.  Accordingly,  although  the  increased 
cost  of  the  new  benefit  provisions  was  met,  the  "actuarial  insufficiency" 
as  then  estimated  for  the  1952  act  was  left  substantially  unchanged 
under  the  Senate-approved  bill  at  0.53  percent  of  taxable  payroll. 
The  benefit  costs  for  the  1954  amendments  as  finally  enacted  fell 
between  those  of  the  House-  and  Senate-approved  bills.  Accordingly, 
under  the  1954  act,  the  increase  in  the  contribution  schedule  met  all 
the  additional  cost  of  the  benefit  changes  and  at  the  same  time 
reduced  substantially  the  actuarial  insufficiency  that  the  then- 
current  estimates  had  indicated  in  regard  to  the  financing  of  the  1952 
act,  leaving  such  deficiency  at  0.38  percent  of  taxable  payroll. 

3.  Status  after  enactment  of  1956  act 

The  estimates  for  the  1954  act  were  revised  in  1956  to  take  into 
account  the  very  considerable  rise  in  the  earnings  level  that  had 
occurred  since  1951-52,  the  period  that  had  been  used  for  the  earnings 
assumptions  for  the  estimates  made  in  1954.  Taking  this  factor  into 
account  reduced  the  lack  of  actuarial  balance  under  the  1954  act  to 
the  point  where,  for  all  practical  purposes,  it  was  nonexistent — to  0.16 
percent  of  taxable  payroll.  The  benefit  changes  made  by  the  1956 
amendments  were  fully  financed  by  the  increased  contribution  income 
provided.  Accordingly,  the  actuarial  balance  of  the  system  was 
unaffected. 

Following  the  enactment  of  the  1956  legislation,  new  cost  estimates 
were  made  to  take  into  account  the  developing  experience;  also,  certain 
modified  assumptions  were  made  as  to  anticipated  future  trends.  In 
1956-57,  there  were  very  considerable  numbers  of  retirements  from 
among  the  groups  newly  covered  by  the  1954  and  1956  amendments,  so 
that  benefit  expenditures  ran  considerably  higher  than  had  previously 
been  estimated.  Moreover,  the  analyzed  experience  for  the  recent 
years  of  operation  indicated  that  retirement  rates  had  risen  or,  in  other 
words,  that  the  average  retirement  age  had  dropped  significantly. 
This  may  have  been  due,  in  large  part,  to  the  liberalizations  of  the 
retirement  test  that  had  been  made  in  recent  years — so  that  aged 
persons  are  better  able  to  effectuate  a  smoother  transition  from  full 
employment  to  full  retirement.  The  cost  estimates  made  in  early 
1958  indicated  that  the  program  was  out  of  actuarial  balance  by 
somewhat  more  than  0.4  percent  of  payroll. 

4-  Status  after  enactment  of  1958  act 

The  1958  amendments  recognized  this  situation  and  provided  addi- 
tional financing  for  the  program — both  to  reduce  the  lack  of  actuarial 
balance  and  also  to  finance  certain  benefit  liberalizations  made.  In 
fact,  one  of  the  stated  purposes  of  the  legislation  was  "to  improve  the 
actuarial  status  of  the  trust  funds."  This  was  accomplished  by 
introducing  an  immediate  increase  (in  1959)  in  the  combined  employer- 
employee  contribution  rate,  amounting  to  0.5  percent,  and  by  advanc- 
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ing  the  subsequently  scheduled  increases  so  that  they  would  occur  at 
3-year  intervals  (beginning  in  1960)  instead  of  at  5-year  intervals. 

The  revised  cost  estimates  made  in  1958  for  the  disability  insurance 
program  contained  certain  modified  assumptions  that  recognized  the 
emerging  experience  under  the  new  program.  As  a  result,  the  moderate 
actuarial  surplus  originally  estimated  was  increased  somewhat,  and 
most  of  this  was  used  in  the  1958  amendments  to  finance  certain 
benefit  liberalizations,  such  as  inclusion  of  supplemental  benefits  for 
certain  dependents  and  modification  of  the  insured  status  require- 
ments. 

5.  Status  after  enactment  of  1960  act 

At  the  beginning  of  1960,  the  cost  estimates  for  the  old-age,  sur- 
vivors, and  disability  insurance  system  were  reexamined  and  were 
modified  in  certain  respects.  The  earnings  assumption  had  previ- 
ously been  based  on  the  1956  level,  and  this  was  changed  to  reflect 
the  1959  level.  Also,  data  first  became  available  on  the  detailed 
operations  of  the  disability  provisions  for  1956,  which  was  the  first 
full  year  of  operation  that  did  not  involve  picking  up  "backlog"  cases. 
It  was  found  that  the  number  of  persons  who  meet  the  insured  status 
conditions  to  be  eligible  for  these  benefits  had  been  significantly  over- 
estimated. It  was  also  found  that  the  disability  incidence  experience 
for  eligible  women  was  considerably  lower  than  had  been  originally 
estimated,  although  the  experience  for  men  was  very  close  to  the 
intermediate  estimate.  Accordingly,  revised  assumptions  were  made 
in  regard  to  the  disability  insurance  portion  of  the  program.  As  a 
result,  the  changes  made  by  the  1960  amendments  could,  according  to 
the  revised  estimates,  be  made  without  modifying  the  financing 
provisions. 

6.  Status  after  enactment  of  1961  act 

The  changes  made  by  the  1961  amendments  involved  an  increased 
cost  that  was  fully  met  by  the  changes  in  the  financing  provisions 
(namely,  an  increase  in  the  combined  employer-employee  contri- 
bution rate  of  one-fourth  of  1  percent,  a  corresponding  change  in  the 
rate  for  the  self-employed,  and  an  advance  in  the  year  when  the 
ultimate  rates  would  be  effective — from  1969  to  1968).  As  a  result, 
the  actuarial  balance  of  the  program  remained  unchanged. 

Subsequent  to  1961,  the  cost  estimates  were  further  reexamined 
in  the  light  of  developing  experience.  The  earnings  assumption  was 
changed  to  reflect  the  1963  level,  and  the  interest-rate  assumption 
used  was  modified  upward  to  reflect  recent  experience.  At  the  same 
time,  the  retirement-rate  assumptions  were  increased  somewhat  to 
reflect  the  experience  in  respect  to  this  factor.  The  further  develop- 
ing disability  experience  indicated  that  costs  for  this  portion  of  the 

Erogram  were  significantly  higher  than  previously  estimated  (because 
enefits  are  not  being  terminated  by  death  or  recovery  as  rapidly  as 
had  been  originally  assumed).  Accordingly,  the  actuarial  balance  of 
the  disability  insurance  program  was  shown  to  be  in  an  unsatisfactory 
position,  and  this  has  been  recognized  by  the  Board  of  Trustees,  who 
recommended  that  the  allocation  to  this  trust  fund  should  be  increased 
(while,  at  the  same  time,  correspondingly  decreasing  the  allocation  to 
the  old-age  and  survivors  insurance  trust  fund,  which  under  present 
law  is  estimated  to  be  in  satisfactory  actuarial  balance  even  after  such 
a  reallocation). 
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D.  BASIC  ASSUMPTIONS  FOR  COST  ESTIMATES 

1 .  General  basis  for  long-range  cost  estimates 

Benefit  disbursements  may  be  expected  to  increase  continuously 
for  at  least  the  next  50  to  70  years  because  of  such  factors  as  the  aging 
of  the  population  of  the  country  and  the  slow  but  steady  growth  of 
the  benefit  roll.  Similar  factors  are  inherent  in  any  retirement  pro- 
gram, public  or  private,  that  has  been  in  operation  for  a  relatively 
short  period.  Estimates  of  the  future  cost  of  the  old-age,  survivors, 
and  disability  insurance  program  are  affected  by  many  elements  that 
are  difficult  to  determine.  Accordingly,  the  assumptions  used  in  the 
actuarial  cost  estimates  may  differ  widely  and  yet  be  reasonable. 

The  long-range  cost  estimates  (shown  for  1975  and  thereafter) 
are  presented  on  a  range  basis  so  as  to  indicate  the  plausible  varia- 
tion in  future  costs  depending  upon  the  actual  trends  developing  for 
the  various  cost  factors.  Both  the  low-  and  high-cost  estimates  are 
based  on  high  economic  assumptions,  intended  to  represent  close  to  full 
employment,  with  average  annual  earnings  at  about  the  level  pre- 
vailing in  1963.  In  addition  to  the  presentation  of  the  cost  estimates 
on  a  range  basis,  intermediate  estimates  developed  directly  from  the 
low-  and  high -cost  estimates  (by  averaging  their  components)  are 
shown  so  as  to  indicate  the  basis  for  the  financing  provisions. 

The  cost  estimates  are  extended  beyond  the  year  2000,  since  the 
aged  population  itself  cannot  mature  by  then.  The  reason  for  this  is 
that  the  number  of  births  in  the  1930's  was  very  low  as  compared 
with  subsequent  experience.  As  a  result,  there  will  be  a  dip  in  the 
relative  proportion  of  the  aged  from  1995  to  about  2010,  which  would 
tend  to  result  in  low  benefit  costs  for  the  old-age,  survivors,  and 
disability  insurance  system  during  that  period.  Accordingly,  the  year 
2000  is  by  no  means  a  typical  ultimate  year  insofar  as  costs  are 
concerned. 

2.  Measurement  oj  costs  in  relation  to  taxable  payroll 

In  general,  the  costs  are  shown  as  percentages  of  covered  payroll. 
This  is  the  best  measure  of  the  financial  cost  of  the  program.  Dollar 
figures  taken  alone  are  misleading.  For  example,  a  higher  earnings 
level  will  increase  not  only  the  outgo  of  the  system  but  also,  and  to 
a  greater  extent,  its  income.  The  result  is  that  the  cost  relative  to 
payroll  will  decrease.  In  fact,  if  the  level  of  earnings  that  will  appar- 
ently occur  in  calendar  year  1964  (according  to  the  experience  of  the 
first  few  months)  were  utilized,  the  lack  of  actuarial  balance  of  the 
present  total  program  would  be  reduced  from  the  figure  of  0.24  per- 
cent of  taxable  payroll  shown  in  table  2  to  about  0.17  percent. 

8.  General  basis  jor  short-range  cost  estimates 

The  short-range  cost  estimates  (shown  for  the  individual  years 
1965-72)  are  not  presented  on  a  range  basis  since — assuming  a  con- 
tinuation of  present  economic  conditions — it  is  believed  that  the 
demographic  factors  involved  can  be  reasonably  closely  forecast,  so 
that  only  a  single  estimate  is  necessary.  A  gradual  rise  in  the  earn- 
ings level  in  the  future,  paralleling  that  which  has  occurred  in  the 
past  few  years,  is  assumed.  As  a  result  of  this  assumption,  contribu- 
tion income  is  somewhat  higher  than  if  level  earnings  were  assumed, 
while  benefit  outgo  is  only  slightly  affected. 

The  cost  estimates  have  been  prepared  on  the  basis  of  the  same 
assumptions  and  methodology  as  those  contained  in  the  24th  Annual 
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Report  of  the  Board  of  Trustees  of  the  Federal  Old-Age  and  Survivors 
Insurance  Trust  Fund  and  the  Federal  Disability  Insurance  Trust 
Fund  (II.  Doc.  No.  236,  88th  Cong.). 

4-  Level-cost  concept 

An  important  measure  of  long-range  cost  is  the  level-equivalent  con- 
tribution rate  required  to  support  the  system  into  perpetuity,  based 
on  discounting  at  interest.  It  is  assumed  that  benefit  payments  and 
taxable  payrolls  remain  level  after  the  year  2050.  If  such  a  level 
rate  were  adopted  relatively  large  accumulations  in  the  trust  funds 
would  result,  and  in  consequence  there  would  be  sizable  eventual 
income  from  interest.  Even  though  such  a  method  of  financing  is 
not  followed,  this  concept  may  be  used  as  a  convenient  measure  of 
long-range  costs.  This  is  a  valuable  cost  concept,  especially  in 
comparing  various  possible  alternative  plans  and  provisions,  since 
it  takes  into  account  the  heavy  deferred  benefit  costs. 

5.  Future  earnings  assumptions 

The  long-range  estimates  are  based  on  level-earnings  assumptions 
at  the  level  prevailing  in  calendar  year  1963  (although,  in  some 
instances,  supplementary  figures  are  given  to  show  the  effect  of 
fiscal  year  1964  earnings).  This,  however,  does  not  mean  that  covered 
payrolls  are  assumed  to  be  the  same  each  year;  rather,  they  are 
assumed  to  rise  steadily  as  the  population  at  the  working  ages  is 
estimated  to  increase.  If  in  the  future  the  earnings  level  should  be 
considerably  above  that  which  now  prevails,  and  if  the  cash  benefits 
are  adjusted  upward  so  that  the  annual  costs  relative  to  payroll  will 
remain  the  same  as  now  estimated  for  the  present  system,  then  the 
increased  dollar  outgo  resulting  will  offset  the  increased  dollar  income. 
This  is  an  important  reason  for  considering  costs  relative  to  payroll 
rather  than  in  dollars. 

The  long-range  cost  estimates  have  not  taken  into  account  the  pos- 
sibility of  a  rise  in  earnings  levels,  although  such  a  rise  has  character- 
ized the  past  history  of  this  country.  If  such  an  assumption  were 
used  in  the  cost  estimates,  along  with  the  unlikely  assumption  that 
the  benefits,  nevertheless,  would  not  be  changed,  the  cost  relative  to 
payroll  would,  of  course,  be  lower  for  the  cash  benefits,  but  the  reverse 
would  be  so  for  the  hospitalization  and  related  benefits  (as  will  be 
discussed  in  more  detail  later). 

It  is  important  to  note  that  the  possibility  that  a  rise  in  earnings 
levels  will  produce  lower  costs  of  the  cash-benefits  program  in  relation 
to  payroll  is  a  very  important  safety  factor  in  the  financial  operations 
of  this  system.  Its  financing  is  based  essentially  on  the  intermediate- 
cost  estimate,  along  with  the  assumption  of  level  earnings;  if  experi- 
ence follows  the  high-cost  assumptions,  additional  financing  will  be 
necessary.  However,  if  covered  earnings  increase  in  the  future  as 
in  the  past,  the  resulting  reduction  in  the  cost  of  the  program  (ex- 
pressed as  a  percentage  of  taxable  payroll)  will  more  than  offset  the 
higher  cost  arising  under  experience  following  the  high-cost  estimate. 
If  the  latter  condition  prevails,  the  reduction  in  the  relative  cost  of 
the  program  coming  from  rising  earnings  levels  can  be  used  to  main- 
tain the  actuarial  soundness  of  the  system,  and  any  remaining  savings 
can  be  used  to  adjust  the  cash  benefits  upward  (to  a  lesser  degree  than 
the  increase  in  the  earnings  level).    The  possibility  of  future  increases 
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in  earnings  levels  should  be  considered  only  as  a  safety  factor  and  not 
as  a  justification  for  adjusting  benefits  upward  in  anticipation  of  such 

increases. 

If  benefits  are  adjusted  currently  to  keep  pace  with  rising  earnings 
trends  as  they  occur,  the  year-by-year  costs  as  a  percentage  of  payroll 
would  be  unaffected.  If  benefits  are  increased  in  this  manner,  the 
level-cost  of  the  program  would  be  higher  than  now  estimated,  since, 
under  such  circumstances,  the  relative  importance  of  the  interest 
receipts  of  the  trust  funds  would  gradually  diminish  with  the  passage 
of  time.  If  earnings  and  benefit  levels  do  consistently  rise,  thorough 
consideration  will  need  to  be  given  to  the  financing  basis  of  the  system 
because  then  the  interest  receipts  of  the  trust  funds  will  not  meet  as 
large  a  proportion  of  the  benefit  costs  as  would  be  anticipated  if  the 
earnings  level  had  not  risen. 

6.  Past  increases  in  hospital  costs  and  in  earnings 

Table  3  presents  a  summary  comparison  of  the  annual  increases  in 
hospital  costs  and  the  corresponding  increases  in  earnings  that  have 
occurred  since  1954  and  up  through  1963. 

Table  3. — Comparison  of  annual  increases  in  hospitalization  costs  and  in  earnings 


[In  percent] 


Calendar  year 

Increase  over  previous  year 

Average  earn- 
ings in  covered 
employment 

Average  daily 
hospitalization 
costs 

1955  

3.8 
5.7 
5.5 
3.3 
3.3 
4.3 
3.1 
4.2 
2.4 

6.3 
4.5 
7.7 
8.6 
6.8 
6.8 
8.5 
5.3 
5.6 

1956    

1957      

1958       — 

1959     -   

1960   _   

1961    

1962    

1963  

Average  1   ---       

4.0 

6.7 

'  Rate  of  increase  compounded  annually  that  is  equivalent  to  total  relative  increase  from  1954  to  1963. 


The  annual  increases  in  earnings  are  based  on  those  in  covered 
employment  under  the  old-age,  survivors,  and  disability  insurance 
system  as  indicated  by  first  quarter  taxable  earnings,  which  by  and 
large  are  not  affected  by  the  maximum  taxable  earnings  base.  The 
data  on  increases  in  hospital  costs  are  based  on  a  series  of  average 
daily  costs  (including  not  only  room  and  board,  but  also  other  charges) 
as  prepared  by  the  American  Hospital  Association. 

The  annual  increases  in  earnings  have  fluctuated  somewhat  over 
the  10-year  period,  although  there  have  not  been  too  large  deviations 
from  the  average  annual  rate  of  4  percent;  no  upward  or  downward 
trend  over  the  period  is  discernible.  The  annual  increases  in  hospital 
costs  likewise  have  fluctuated  from  year  to  year  around  the  average 
annual  rate  of  6.7  percent;  the  increases  in  the  last  2  years  were 
relatively  low  as  compared  with  previous  years. 

Hospital  costs  then  have  been  increasing  at  a  faster  rate  than  earn- 
ings. The  differential  between  these  two  rates  of  increase  has 
fluctuated  widely,  being  as  high  as  somewhat  more  than  5  percent  in 
some  years  and  as  low  as  a  negative  differential  of  about  1  percent  in 
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1956  (with  the  next  lowest  differential  being  a  positive  one  of  about  1 
percent  in  1962).  Over  the  entire  10-year  period,  the  differential 
between  the  average  annual  rate  of  increase  in  hospital  costs  over  the 
average  annual  rate  of  increase  in  earnings  was  2.7  percent. 

In  the  future,  it  is  likely  that  earnings  will  increase  at  a  rate  of 
about  3  percent  per  year.  It  is  difficult — and  perhaps  impossible — to 
predict  precisely  what  the  corresponding  increase  in  hospital  costs  will 
be.  It  would  appear  that,  at  the  least,  hospital  costs  would,  on  the 
average,  increase  perhaps  2  percent  per  year  more  than  earnings  for  a 
few  years  and  that  at  the  most,  hospital  costs  would  increase  in  the 
near  future  at  an  average  annual  rate  that  is  3  percent  in  excess  of  that 
for  wages.  It  is  recognized,  of  course,  that  these  "minimum"  and 
"maximum"  assumptions  result  in  a  relatively  wide  spread  in  the  cost 
estimates  for  hospital  insurance  proposals  if  the  estimates  are  carried 
out  for  a  number  of  years  into  the  future. 

7.  Assumptions  underlying  original  cost  estimates  jor  King-Anderson  bill 
The  original  actuarial  cost  estimates  for  the  King-Anderson  bill 
made  at  the  time  of  its  introduction  in  1963  are  presented  in  detail — 
as  to  assumptions,  methodology,  and  results — in  Actuarial  Study 
No.  57  of  the  Social  Security  Administration. 

In  considering  the  hospitalization-benefit  costs  in  conjunction  with  a 
level-earnings  assumption  for  the  future,  it  is  sufficient  for  the  pur- 
poses of  long-range  cost  estimates  merely  to  analyze  possible  future 
trends  in  hospitalization  costs  relative  to  covered  earnings.  Accord- 
ingly, any  study  of  past  experience  of  hospitalization  costs  should  be 
made  on  this  relative  basis.  The  actual  experience  in  recent  years 
has  indicated,  in  general,  that  hospitalization  costs  have  risen  more 
rapidly  than  the  general  earnings  level,  with  the  differential  being 
in  the  neighborhood  of  3  percent  per  year — 2.7  percent  in  the  last  10 
years. 

One  of  the  uncertainties  in  making  cost  estimates  for  hospitali- 
zation benefits,  then,  is  how  long  and  to  what  extent  this  tendency  of 
hospital  costs  to  rise  more  rapidly  than  the  general  earnings  level  will 
continue  in  the  future,  and  whether  or  not  it  may  in  the  long  run  be 
counterbalanced  by  a  trend  in  the  opposite  direction.  Some  factors 
to  consider  are  the  relatively  low  wages  of  hospital  employees  (which 
have  been  rapidly  "catching  up"  with  the  general  level  of  wages  and 
obviously  may  be  expected  to  "catch  up"  completely  at  some  future 
date,  rather  than  to  increase  indefinitely  at  a  more  rapid  rate  than 
wages  generally)  and  the  development  of  new  medical  techniques  and 
procedures,  with  resultant  increased  expense. 

In  connection  with  the  later  factor,  there  are  possible  counter- 
balancing factors.  The  higher  costs  involved  for  more  refined  and 
extensive  treatments  may  be  offset  by  better  general  health  conditions, 
the  development  of  out-of-hospital  facilities,  shorter  durations  of 
hospitalization,  and  less  expense  for  subsequent  curative  treatments 
as  a  result  of  preventive  measures.  Also,  it  is  possible  that  at  some 
time  in  the  future,  the  productivity  of  hospital  personnel  will  increase 
significantly  as  the  result  of  changes  in  the  organization  of  hospital 
services  or  for  other  reasons,  so  that,  as  in  other  fields  of  economic 
activity,  their  wages  might  in  the  long  run  increase  more  rapidly  than 
hospitalization  prices. 
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Perhaps  the  major  difficulty  in  making  and  in  presenting  these 
actuarial  cost  estimates  for  hospitalization  benefits  is  that — unlike 
the  situation  in  regard  to  cost  estimates  for  the  OASDI  monthly 
benefits,  where  the  result  is  the  opposite — an  unfavorable  cost  result 
is  shown  when  total  earnings  levels  rise,  unless  the  provisions  of  the 
system  are  kept  up  to  date  (insofar  as  the  maximum  taxable  earnings 
base  and  the  dollar  amounts  of  any  deductibles  are  concerned). 
The  reason  for  this  is  that  there  is  the  fundamental  actuarial  assump- 
tion that  the  hospitalization  costs  will  rise  at  the  same  rate  over 
the  long  run  as  the  total  earnings  level,  whereas  the  contribution 
income  would  rise  less  rapidly  than  the  total  earnings  level  unless  the 
earnings  base  is  kept  up  to  date.  Under  these  conditions,  it  is  neces- 
sary that  the  base  be  kept  up  to  date  with  the  changes  in  the  general 
level  of  earnings,  since  contributions  depend  on  the  covered  earnings 
level,  and  the  level  is  dampened  if  the  earnings  base  is  not  raised 
as  earnings  go  up.  Accordingly,  it  is  necessary  in  the  actuarial 
cost  estimates  for  hospitalization  benefits  to  assume  either  that 
earnings  levels  will  be  unchanged  in  the  future  or  that,  if  wages 
continue  to  rise  (as  they  have  done  in  the  past),  the  system  will  be  kept 
up  to  date  insofar  as  the  earnings  base  and  the  deductibles  are  con- 
cerned. 

The  basic  assumption  underlying  the  actuarial  cost  estimates  in 
Actuarial  Study  No.  57  is  that  the  relationship  between  earnings  and 
hospital  costs  will,  on  the  average,  be  the  same  into  the  future  as  in  the 
1961  experience.  Alternatively  and  equivalently,  these  assumptions 
mean  that  earnings  and  hospital  costs  will  rise,  on  the  average,  at  the 
same  rate  in  the  future  and  that  the  earnings  base  will  be  adjusted 
proportionately  with  changes  in  the  earnings  level. 

8.  Alternative  assumptions  Jor  hospitalization-benefits  cost  estimates 

One  alternative  basis  for  the  assumptions  that  have  been  discussed 
would  assume  the  continuation  into  the  long-range  future  of  recent 
trends  in  the  relationship  between  hospitalization  costs  and  the 
general  wage  level,  while  at  the  same  time  assuming  that  there 
would  be  no  change  in  the  maximum  earnings  base  under  the  OASDI 
system. 

In  the  recent  past,  the  general  earnings  level  has  increased  at  a 
rate  of  about  4  percent  a  year,  while  hospital  costs  have  risen  about 
7  percent  a  year,  so  that  there  is  a  differential  of  about  3  percent. 
Assuming  the  continuation  of  these  trends  into  the  indefinite  future 
and  assuming,  at  the  same  time,  no  change  in  the  maximum  earnings 
base  would  have  the  following  effects: 

(1)  Eventually  hospitalization  costs  would  exceed  100  percent 
of  the  earnings  of  all  workers  in  the  country — let  alone,  of  taxable 
earnings. 

(2)  Virtually  everyone  entitled  to  cash  benefits  under  the 
OASDI  system  would  have  the  maximum  benefit  prescribed 
under  the  law,  since  they  would  have  their  benefits  figured  on 
the  maximum  creditable  earnings.  The  earnings  of  the  lowest 
paid  part-time  workers  would  eventually  rise  to  the  present 
maximum  earnings  base. 

(3)  The  cash  benefits  of  the  OASDI  system  would  be  only 
a  very  small  proportion  of  a  person's  previous  earnings. 
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(4)  As  a  percentage  of  taxable  payroll,  the  cost  of  the  OASDI 
system  would  be  considerably  less  than  it  is  presently  estimated 
to  be — to  the  extent  of  about  1%  percent  of  taxable  payroll. 

Such  an  assumption  was  not  used  in  the  cost  estimates  because  it  is 
considered  to  be  completely  unrealistic — and  is  even  an  "impossible" 
one.  It  is  inconceivable  that  hospital  prices  would  rise  indefinitely 
at  a  rate  faster  than  earnings  because  eventually  individuals — even 
currently  employed  workers,  let  alone  older  persons — could  not  afford 
to  go  to  a  hospital  under  such  cost  circumstances. 

As  a  numerical  example,  consider  a  full-time  male  worker  now  earn- 
ing the  "typical"  amount  of  $20  per  day,  or  $5,200  per  year.  The 
average  daily  cost  for  hospitalization  (including  not  only  room  and 
board,  but  also  other  charges)  for  persons  of  all  ages  is  about  $40, 
currently,  or  twice  the  average  daily  wage.  If  wages  increase  4  per- 
cent per  year,  and  if  hospital  costs  increase  7  percent  per  year — 
indefinitely  into  the  future — then  the  following  situation  will  occur: 


Item 

At  present 

In  20  years 

In  50  years 

Average  daily  wage   

$20 

$43. 82 

$142. 13 

Average  daily  hospitalization  cost-..   

$40 

$154.79 

$1, 178. 28 

Ratio  of  hospitalization  cost  to  wage  (percent)   

200 

353 

829 

Proportion  of  wage  covered  by  $5,400  base  (percent)  

100 

47 

15 

Consideration  of  the  foregoing  figures  indicates  that,  whereas  the 
cost  of  a  hospital  day  now  averages  about  2  days'  wages,  then  in 
50  years  if  the  assumed  trends  take  place,  the  cost  of  a  hospital  day 
will  be  over  8  days'  wages.  Quite  obviously,  it  is  an  untenable 
assumption  that  there  can  be  a  sizable  differential  between  the  in- 
crease in  hospitalization  costs  and  the  increase  in  earnings  levels  that 
will  continue  for  a  longer  period  into  the  future. 

One  important  reason  for  the  fact  that  recently  hospitalization  costs 
have  risen  faster  than  the  general  earnings  level  is  that  the  wages  of 
hospital  employees  have  risen  at  a  faster  rate  than  the  general  earn- 
ings level.  Personnel  costs  are  about  60  percent  of  all  hospital  costs. 
The  fact  that  the  wages  of  hospital  employees  have  been  rising  at  a 
faster  rate  than  all  earnings  reflects  a  "catching  up"  from  a  situation 
where  hospital  workers  were  significantly  underpaid  in  relation  to 
other  workers.  It  is  obvious  that  such  a  trend  cannot  continue 
and  that  a  point  will  be  reached  after  which  wages  paid  to  hospital 
workers  will  rise,  on  the  average,  at  the  same  rate  as  the  general 
earnings  level.  Nor  can  other  elements  in  hospitalization  costs  be 
presumed  to  rise  indefinitely  at  a  faster  rate  than  the  general  earnings 
level. 

It  is  not  unlikely  that  the  price  of  hospital  services  will  for  a  con- 
siderable time  rise  faster  than  other  prices,  but  if  the  price  of  any 
product  continues  to  rise  faster  than  earnings,  it  would  eventually  be 
priced  out  of  the  market.  Actually,  over  the  long  run,  hospitaliza- 
tion costs  to  the  consumer  are  likely  to  show  conflicting  trends.  On 
the  one  hand,  improved  technology  is  leading  to  more  expensive 
hospital  services  and  to  the  need  for  additional  personnel.  On  the 
other  hand,  the  duration  of  hospital  stays  is  declining  as  a  result  of  the 
improvement  in  care. 

Another  alternative  that  has  been  discussed  is  to  assume  a  con- 
tinuation of  recent  trends  for  a  period  of  time,  say  10  years,  with 
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hospitalization  prices  from  then  on  rising  at  the  same  rate  as  earnings, 
but  with  no  change  in  the  maximum  earnings  base  indefinitely  into  the 
future.  This  assumption  has  the  same  basic  defects  and  weaknesses 
as  did  the  previous  assumption  of  continuously  rising  earnings  and  of 
hospitalization  costs  rising  continuously  at  a  more  rapid  rate,  except 
that  the  effects  are  somewhat  deferred.  The  only  major  difference  is 
that  hospitalization  costs  would  not  exceed  100  percent  of  the  earnings 
of  all  workers  in  the  country,  although  they  would  exceed  100  percent 
of  taxable  earnings. 

Still  another  alternative  that  could  be  considered  is  to  assume  a 
continuation  of  recent  trends  for  a  period  of  time,  say  10  years,  with 
both  hospitalization  costs  and  earnings  leveling  off  thereafter,  and  with 
no  change  at  any  time  in  the  maximum  earnings  base  from  the  $5,600 
in  the  Senate-approved  bill.  This  assumption  has  the  following 
effects: 

(1)  The  estimated  cost  of  the  hospital  insurance  proposal 
would  be  somewhat  higher  than  presently  estimated.  But,  on  the 
other  hand,  the  estimated  level-cost  of  the  OASDI  cash-benefits 
program,  using  the  same  assumptions,  would  be  lower  than  now 
by  about  0.6  percent  of  taxable  payroll.  This  reduction  in 
estimated  cost  of  the  OASDI  cash-benefits  program  would  be 
somewhat  greater  than  the  increase  in  the  hospitalization  cost 
estimate  (about  0.5  percent  of  taxable  payroll)  that  would  occur 
under  these  assumptions. 

(2)  The  highest  earnings  subject  to  contributions  would  be 
more  than  30  percent  below  average  earnings.  As  a  result,  much 
as  under  the  previous  alternative  assumptions  considered,  a  vast 
majority  of  those  entitled  to  OASDI  benefits  would  eventually  be 
getting  close  to  the  maximum  benefit,  and  these  benefits  would 
represent  a  relatively  low  proportion  of  past  earnings. 

This  assumption  is  not  used  in  the  cost  estimates  because  it  also  is 
considered  unrealistic.  It  would  be  unwise  to  base  the  cost  estimates 
on  an  assumption  that,  even  though  earnings  may  rise  substantially 
in  the  future,  no  adjustments  would  be  made  in  the  cash  benefits 
and  the  maximum  earnings  base.  Such  an  assumption  leads  to  esti- 
mates showing  a  significant  reduction  in  the  level-cost  of  the  OASDI 
system  and  would  indicate  the  system  to  be  substantially  overfinanced. 
This  might  then  result  either  in  a  decision  to  increase  cash  benefits 
now  or  to  reduce  the  statutory  schedule  of  contribution  rates. 

If  total  earnings  increase  in  the  future  at  an  annual  rate  of  3  percent 
and  if  the  earnings  base  keeps  up  to  date  with  this  rise,  this  would 
mean  that  the  $5,600  base  in  the  Senate-approved  bill  would  be  $6,500 
in  1970  and  $7,500  in  1975. 

9.  Interrelationship  with  railroad  retirement  system 

An  important  element  affecting  old-age,  survivors,  and  disability 
insurance  costs  arose  through  amendments  made  to  the  Railroad 
Retirement  Act  in  1951.  These  provide  for  a  combination  of  railroad 
retirement  compensation  and  old-age,  survivors,  and  disability  insur- 
ance covered  earnings  in  determining  benefits  for  those  with  less  than 
10  years  of  railroad  service  (and  also  for  all  survivor  cases). 

Financial  interchange  provisions  are  established  so  that  the  trust 
funds  are  to  be  placed  in  the  same  financial  position  in  which  they 
would  have  been  if  railroad  employment  had  always  been  covered 
under  the  program.    It  is  estimated  that  over  the  long  range  the 
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net  effect  of  these  provisions  will  be  a  relatively  small  loss  to  the  old- 
age,  survivors,  and  disability  insurance  system  since  the  reimburse- 
ments from  the  railroad  retirement  system  will  be  somewhat  smaller 
than  the  net  additional  benefits  paid  on  the  basis  of  railroad  earnings. 

10.  Reimbursement  for  costs  of  military  service  wage  credits 

Another  important  element  affecting  the  financing  of  the  program 
arose  through  legislation  in  1956  that  provided  for  reimbursement 
from  general  revenues  for  past  and  future  expenditures  in  respect  to 
the  noncontributory  credits  that  had  been  granted  for  persons  in 
military  service  before  1957.  The  cost  estimates  contained  here 
reflect  the  effect  of  these  reimbursements  (which  are  included  as  con- 
tributions), based  on  the  assumption  that  the  required  appropriations 
will  be  made  in  the  future. 

11.  Inclusion  of  cost  effects  of  H.R.  9393 

The  cost  estimates  presented  here  include  not  only  the  effect  of 

H.  R.  11865,  but  also  the  effect  of  the  provisions  of  H.R.  9393,  which 
passed  the  House  of  Representatives  on  April  30  and  the  Senate  on 
August  31  (the  major  cost  effect  thereof  being  to  provide  full  retro- 
activity for  disability  determinations,  which  is  only  a  short-range 
cost  effect,  since  its  major  impact  is  with  respect  to  the  existing  back- 
log). 

E.   INTERMEDIATE-COST  ESTIMATES 

I.  Purposes  of  intermediate-cost  estimates 

The  long-range  intermediate-cost  estimates  are  developed  from  the 
low-  and  high-cost  estimates  by  averaging  them  (using  the  dollar  esti- 
mates and  developing  therefrom  the  corresponding  estimates  relative 
to  payroll).  The  intermediate-cost  estimate  does  not  represent  the 
most  probable  estimate,  since  it  is  impossible  to  develop  any  such 
figures.  Rather,  it  has  been  set  down  as  a  convenient  and  readily 
available  single  set  of  figures  to  use  for  comparative  purposes. 

The  Congress,  in  enacting  the  1950  act  and  subsequent  legislation, 
was  of  the  belief  that  the  old-age,  survivors,  and  disability  insurance 
program  should  be  on  a  completely  self-supporting  basis  or,  in  other 
works,  actuarially  sound.  Therefore,  a  single  estimate  is  necessary 
in  the  development  of  a  tax  schedule  intended  to  make  the  system 
self-supporting.  Any  specific  schedule  will  necessarily  be  somewhat 
different  from  what  will  actually  be  required  to  obtain  exact  balance 
between  contributions  and  benefits.  This  procedure,  however,  does 
make  the  intention  specific,  even  though  in  actual  practice  future 
changes  in  the  tax  schedule  might  be  necessary.  Likewise,  exact 
self-support  cannot  be  obtained  from  a  specific  set  of  integral  or 
rounded  fractional  tax  rates  increasing  in  orderly  intervals,  but  rather 
this  principal  of  self-support  should  be  aimed  at  as  closely  as  possible. 

2.  Interest  rate  used  in  cost  estimates 

The  interest  rate  used  for  computing  the  level-costs  for  the  bill 
is  3Y2  percent  for  the  intermediate-cost  estimate.  This  is  somewhat 
above  the  average  yield  of  the  investments  of  the  trust  funds  at  the 
end  of  1963  (about  3  percent),  but  is  below  the  rate  currently  being 
obtained  for  new  investments  (about  4%  percent). 
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8.  Actuarial  balance  of  OASDI  system 

Table  2  has  shown  that  under  the  1961  amendments  the  lack  of 
actuarial  balance  of  the  old-age  and  survivors  insurance  system 
that  was  estimated  at  the  time  of  enactment  was  0.24  percent  of 
taxable  payroll.  The  disability  insurance  system  similarly  had  a  lack 
of  actuarial  balance  of  0.06  percent  of  payroll.  The  effect  of  these 
amendments  on  the  combined  old-age,  survivors,  and  disability 
insurance  system  was  an  actuarial  deficit  of  0.30  percent  of  taxable 
payroll,  which  was  about  the  same  total  amount  as  had  generally 
prevailed  in  the  past  when  the  system  has  been  considered  to  be  in 
substantial  actuarial  balance.  The  latest  cost  estimates  made  for 
the  1961  act  indicate  that  there  is  an  actuarial  deficit  of  0.24  percent 
of  taxable  payroll  for  the  combined  system,  but  that  this  deficit  is 
0.14  percent  for  the  disability  insurance  portion,  and  0.10  percent 
for  the  old-age  and  survivors  insurance  portion. 

Under  both  the  House-approved  bill  and  the  Senate  Finance  Com- 
mittee bill,  the  benefit  changes  proposed  would,  it  is  estimated,  be 
more  than  financed  by  the  increases  in  the  contribution  rates  and  the 
earnings  base.  Accordingly,  the  previous  lack  of  actuarial  balance 
would  be  significantly  reduced.  The  level-cost  of  the  benefits  and 
the  level-equivalent  of  the  contributions  are  somewhat  higher  under 
these  verions  of  the  bill  than  in  respect  to  the  1961  act  according  to 
the  estimate  made  when  it  was  enacted,  not  only  because  of  the  pro- 
visions of  the  bill,  but  also  because  of  the  valuation  date  being  2  years 
later  (beginning  of  1964,  instead  of  beginning  of  1962) ;  but  the  relative 
relationship  of  benefits  and  contributions  is  about  the  same.  On  the 
other  hand,  under  the  Senate-approved  bill,  the  benefit  changes 
proposed  would  not  nearly  be  financed  by  the  increases  in  the  con- 
tribution rates  and  in  the  earnings  base.  Accordingly,  the  lack  of 
actuarial  balance  of  the  present  system  would  be  more  than  doubled. 
This  situation  is  summarized  in  table  4. 

Table  4. — Actuarial  balance,  expressed  in  terms  of  estimated  level-cost  as  percentage 
of  taxable  payroll,  intermediate-cost  estimate,  present  law  and  H.R.  11865,  based 
on  3.6  percent  interest 

[In  percent] 


Item 

Old-age  and 
survivors 
insurance 

Disability 
insurance 

Hospital 
insurance 

Total 
system 

Present  law                             ...  _   

Based  on  calendar  year  1963  earnings  level 

-0.10 
-.18 

-.21 
-.51 

-0.14 
-.01 

-.01 
-.08 

(') 
(') 

(') 

0 

-0.24 
-.19 

-.22 
-.59 

H.R.  11866,  as  passed  by  House   - 

H.R.  11865,  as  reported  by  Senate  Finance 

Committee  ...   

H.R.  11865,  as  passed  by  Senate  

Present  law                         .   _ 

Based  on  fiscal  year  1964  earnings  level 

-0.06 
-.14 

-.  17 
-.47 

-0. 14 
-.01 

-.01 
-.08 

(') 
0) 

(') 

0 

-0.20 
-.15 

-.18 
-.55 

H.R.  11865,  as  passed  by  House  

H.R.  11865,  as  reported  by  Senate  Finance 
Committee     

H.R.  11865,  as  passed  by  Senate   

1  No  such  program  provided. 
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Table  5  traces  through  the  change  in  the  actuarial  balance  of  the 
system  from  its  situation  under  the  1961  act,  according  to  the  latest 
estimate,  to  that  under  the  House-approved  bill,  by  type  of  major 
changes  involved.  Tables  6a  and  6b  similarly  relate  to  the  two 
Senate  versions  of  the  bill. 


Table  5. — Changes  in  actuarial  balance,  expressed  in  terms  of  estimated  level- 
cost  as  percentage  of  taxable  payroll,  by  type  of  change,  intermediate-cost  estimate, 
present  law  and  House-approved  bill,  based  on  3.5  percent  interest 

[Percent] 


Item 


Old-age  and 
survivors 
insurance 


Disability 
insurance 


Actuarial  balance  of  present  systum   

Earnings  base  of  $5,400..     

Revised  contribution  schedule     

Extensions  of  coverage    

5-percent  increase  in  benefits  1    

Child's  benefits  to  age  22  if  in  school.  __  _  

Actuarially  reduced  benefits  for  widows  at  age  60. _   

Transitional  insured  status  for  certain  persons  aged  72  and  over 

Total  effect  of  changes  inbill  

Actuarial  balance  under  bill   


-0. 10 
+.23 
+.15 
+.03 
-.39 
-.09 


.01 
.08 
.18 


-0. 14 
+.02 
+.15 

"-.~03~ 
-.01 


+.13 
-.01 


•  This  increase  applies  only  on  the  first  $400  of  average  monthly  wage.  The  same  benefit  factor  under- 
lying present  1  iw  for  average  monthly  wages  in  excess  of  $110  applies  for  that  portion  of  the  average  monthly 
wage  above  $400.  Included  is  the  effect  of  the  revised  family  maximum  benefit  provision. 


Table  6a. — -Changes  in  actuarial  balance,  expressed  in  terms  of  estimated  level-cost 
as  percentage  of  taxable  payroll,  by  type  of  change,  intermediate-cost  estimate, 
present  law  and  Senate  Finance  Committee  version  of  bill,  based  on  3.5  percent 
interest 

[In  percent] 


Old-age  and 

Disability 

Total 

Item 

survivors 

insurance 

system 

insurance 

Actuarial  balance  of  present  system     

-0. 10 

-0.14 

-0.24 

Earnings  base  of  $5,400  

+.23 

+.02 

+.25 

Revised  contribution  schedule  -   

+.15 

+.15 

+.30 

5-percent  increase  in  benefits  1  

Child's  benefits  to  age  22  if  in  school    

-.39 

-.03 

-.42 

-.09 

-.01 

-.10 

-.01 

-.01 

Total  effect  of  changes  in  bill     

-.11 

+.  13 

+.02 

Actuarial  balance  under  bill    

-.  21 

-.01 

-.22 

1  This  increase  applies  only  on  the  1st  $400  of  average  monthly  wage.  The  same  benefit  factor  as  in  pres- 
ent law  applies  for  that  portion  of  the  average  monthly  wage  above  $400.  Included  is  the  effect  of  the  revised 
family  maximum  benefit  provision. 
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Table  6b. — Changes  in  actuarial  balance,  expressed  in  terms  of  estimated  level-cost 
as  percentage  of  taxable  payroll,  by  type  of  change,  intermediate-cost  estimate, 
present  law  and  Senate-approved  bill,  based  on  3.5-percent  interest 

[In  percent] 


Item 


Old-age  and 
survivors 
insurance 


Disability 
insurance 


Hospital 
insurance 


Total 
system 


Actuarial  balance  of  present  system  

Earnings  base  of  $5,600    

Revised  contribution  schedule.   

Benefit  increase  2_.   

Child's  benefits  to  age  22  if  in  school  

Actuarially  reduced  widow's  benefits  at  age  60.. 

Transitional  insured  status    

Hospitalization  benefits.-.   

Liberalization  of  earnings  test   

Liberalized  dependency  requirement  for  child's 

benefits     

Special  insured  status  for  blind  persons  

Total  effect  of  changes  in  bill    

Actuarial  balance  under  bill  


-0.10 
+.28 
+.  18 
-.60 


.01 


-.16 
-.01 


.41 
.51 


-0.14 
+.C3 
+  17 
-.05 
-.01 


-.08 
+.06 
-.08 


(0 


+0.76 


-.76 


.00 
.00 


1  No  such  program  provided. 

a  Included  is  the  effect  of  the  revised  family  maximum  benefit  provision. 


The  changes  made  by  the  House-approved  bill  would  improve  the 
actuarial  position  of  the  old-age,  survivors,  and  disability  insurance 
system.  The  estimated  actuarial  deficit  of  0.24  percent  of  taxable 
payroll  for  the  present  system  would  be  reduced  to  0.19  percent, 
which  is  well  below  the  amounts  that  had  generally  prevailed  in  the 
past  when  the  system  had  been  considered  to  be  substantially  in 
actuarial  balance.  Moreover,  the  disability  insurance  system — as  a 
result  of  the  reallocation  of  the  contribution  income,  described  pre- 
viously, more  than  offsetting  the  effects  of  the  benefit  liberalizations — 
is  shown  to  be  in  almost  exact  actuarial  balance,  while  the  correspond- 
ing figure  for  the  old-age  and  survivors  insurance  system  is  well  within 
acceptable  limits. 

The  changes  made  by  the  bill  reported  by  the  Senate  Finance 
Committee  would  have  resulted  in  about  the  same  situation  as  to 
actuarial  balance  as  under  the  House-approved  bill.  However,  under 
the  Senate-approved  bill,  the  actuarial  position  of  the  program  would 
be  significantly  worsened.  The  actuarial  deficiency  for  the  entire 
system  would  be  almost  0.6  percent  of  taxable  payroll,  or  more  than 
double  that  under  existing  law  and  twice  as  large  as  the  traditionally 
"accepted  limit"  of  0.30  percent. 

It  should  be  emphasized  that  in  1950  and  in  subsequent  amend- 
ments, the  Congress  did  not  recommend  that  the  system  be  financed 
by  a  high,  level  tax  rate  in  the  future,  but  rather  recommended  an 
increasing  schedule,  which,  of  necessity,  ultimately  rises  higher  than 
such  a  level  rate.  Nonetheless,  this  graded  tax  schedule  will  produce 
a  considerable  excess  of  income  over  outgo  for  many  years  so  that  a 
sizable  trust  fund  will  develop,  although  not  as  large  as  would  arise 
under  an  equivalent  level  tax  rate.  This  fund  will  be  invested  in 
Government  securities  (just  as  is  also  the  case  for  the  trust  funds  of 
the  civil  service  retirement,  railroad  retirement,  national  service 
life  insurance,  and  U.S.  Government  life  insurance  systems).  The 
resulting  interest  income  will  help  to  bear  part  of  the  higher  benefit 
costs  of  the  future. 
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4-  OASI  income  and  outgo  in  near  future 

In  1965,  benefit  disbursements  under  the  old-age  and  survivors 
insurance  system  as  it  would  be  modified  by  the  House-approved  bill 
would  be  about  $17.1  billion,  or  an  increase  of  about  $1.4  billion  over 
present  law.  Contribution  income  for  old-age  and  survivors  insurance 
under  this  bill  for  1965  would  be  $17.0  billion,  an  increase  of  about  $1.3 
billion  over  present  law.  Accordingly,  in  1965,  there  would  be  an 
excess  of  benefit  outgo  over  contribution  income  of  about  $110  million 
under  this  bill.  Tbc  situation  will  change  in  1966  (as  a  result  of  the 
scheduled  increase  in  the  tax  rate),  and  there  would  be  an  excess  of 
contributions  over  benefit  outgo  of  about  $800  million  in  1966  and 
about  $730  million  in  1967. 

Under  the  system  as  modified  by  the  House-approved  bill,  according 
to  this  estimate,  the  old-age  and  survivors  insurance  trust  fund  would 
thus  decrease  slightly  in  1964-65  from  its  size  of  $18.5  billion  at  the 
end  of  1963,  declining  to  $18.2  billion  at  the  end  of  1965.  At  the  end 
of  1966,  however,  it  is  estimated  to  rise  to  $18.8  billion.  Under 
present  law,  a  small  increase  in  the  trust  fund  during  1964-65  is  esti- 
mated, about  $60  million. 

Under  the  Senate-approval  bill,  the  situation  as  to  the  old-age  and 
survivors  insurance  system  would  be  quite  different.  In  1965, 
benefit  disbursements  would  be  increased  over  present  law  by  about 
$2.2  billion,  while  contribution  income  would  be  increased  by  about 
$1.9  billion.  Accordingly,  in  1965  the  excess  of  benefit  outgo  over 
contribution  income  would  be  $230  million,  while  in  1966  and  1967  con- 
tribution income  would  exceed  benefit  outgo  (amounting  to  $680  and 
$530  million  respectively).  As  a  result,  the  old-age  and  survivors 
insurance  trust  fund  would  decline  from  $18.5  billion  at  the  end  of  1964 
to  $18.0  billion  at  the  end  of  1965,  but  would  rise  to  $18.8  billion  at  the 
end  of  1967.  A  large  part  of  the  foregoing  trends  results  because  no 
financing  provisions  were  included  with  respect  to  the  liberalization 
of  the  earnings  test. 

S.  DI  income  and  outgo  in  near  future 

Under  the  disability  insurance  system,  as  it  would  be  affected  by 


mediately  following,  contribution  income  will  be  well  in  excess  of 
benefit  outgo  (as  a  result  of  the  increased  allocation  to  this  trust  fund, 
as  provided  by  this  bill). 

Under  the  Senate-approved  bill,  the  disability  insurance  system 
would  show  an  excess  of  benefit  outgo  over  contribution  income  of 
about  $30  million  in  1965  and  of  about  $10  million  in  1966.  As 
a  result,  the  disability  insurance  trust  fund  would  decrease  steadily 
from  its  level  of  $2  billion  at  the  end  of  1964.  This  result  occurs 
because  no  financing  provisions  were  included  with  respect  to  the 
substantial  liberalization  resulting  from  the  new  special  insured  status 
provisions  for  blind  persons. 

6.  HI  income  and  outgo  in  near  future 

Under  the  Senate-approved  bill,  the  hospitalization  and  related 
benefits  would  first  be  available  in  July  1965,  while  the  allocations  to 
the  hospital  insurance  trust  fund  would  first  be  made  at  the  beginning 
of  1965  (although  not  at  the  full  rate,  which  is  applicable  for  1966  and 
thereafter).    The  outgo  for  benefit  payments  and  administrative 


the  House-approved 


years  im- 
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expenses  is  estimated  at  about  $710  million  for  1965,  while  contribu- 
tion income  would  be  $1.26  billion,  or  an  excess  of  income  over  outgo 
of  $550  million.  For  1966,  when  hospitalization  benefits  would  be 
payable  for  the  entire  year,  outgo  for  benefits  and  administrative 
expenses  would  be  about  $1.57  billion,  or  $340  million  less  than  con- 
tribution income  of  $1.91  billion. 

According  to  this  estimate,  the  hospital  insurance  trust  fund  would 
be  about  $560  million  at  the  end  of  1965  and  $910  million  at  the  end 
of  1966,  growing  gradually  thereafter.  The  growth  after  1968  is 
augmented  by  the  reduction  in  benefit  outgo  as  the  potential  dynamic 
cost-sharing  provision  becomes  operative.  Nonetheless,  the  trust 
fund  begins  to  decline  in  1972;  this  result  occurs  because  for  this  cost 
estimate  no  change  was  assumed  as  to  the  earnings  base,  despite  the 
assumed  rise  in  wages,  even  though  the  underlying  financing  basis  of 
the  program  is  based  on  the  assumption  that  the  Congress  will,  from 
time  to  time,  increase  the  earnings  base  in  proportion  to  the  rise  in 
wages.  It  should  be  recognized,  however,  that  actual  experience  for 
this  new  program  may  differ  significantly  from  the  estimate  so  that 
the  foregoing  results  may  not  eventuate. 

7.  Increases  in  benefit  disbursements  in  1965,  by  cause 

The  total  benefit  disbursements  of  the  old-age,  survivors,  and  disa- 
bility insurance  system  would  be  increased  by  about  $1.5  billion  in 
1965  as  a  result  of  the  changes  that  the  House-approved  bill  would 
make.  Of  this  amount,  about  $925  million  results  from  the  5-percent 
benefit  increase,  $175  million  from  the  benefit  payments  to  children 
aged  18-21  who  are  in  full-time  school  attendance,  $150  million  from 
the  benefit  payments  to  widows  aged  60-61,  $160  million  from  the 
liberalization  of  the  insured-status  provisions  for  certain  persons  aged 
72  and  over,  and  $60  million  from  the  removal  of  the  retroactivity 
deadline  for  disability  benefits. 

Under  the  Senate-approved  bill,  the  total  benefit  disbursements  of 
the  program  (including  the  hospital  insurance  portion)  would  be  in- 
creased by  about  $3.5  billion  in  1965.  Of  this  amount,  about  $1.6 
billion  results  from  the  increase  of  $7  in  the  primary  insurance  amount, 
$180  million  from  the  benefit  payments  to  children  aged  18-21  who  are 
in  full-time  school  attendance,  $155  million  from  the  benefit  payments 
to  widows  aged  60-61,  $160  inillion  from  the  liberalization  of  the  in- 
sured-status provisions  for  certain  persons  aged  72  and  over,  $300 
million  from  the  liberalization  of  the  earnings  test,  $50  million  from  the 
new  insured  status  provision  for  disability  benefits  for  blind  persons), 
$60  million  from  the  removal  of  the  retroactivity  deadline  for  dis- 
ability benefits,  and  $710  million  for  the  hospitalization  and  related 
benefits  (half-year  basis) . 

8.  Future  operations  of  OASI  trust  fund 

Table  7  gives  the  estimated  operation  of  the  old-age  and  survivors 
insurance  trust  fund  under  the  program  as  it  would  be  changed  by 
the  House-approved  bill  for  the  future,  based  on  the  intermediate- 
cost  estimate.  It  will,  of  course,  be  recognized  that  the  figures  for  the 
next  two  or  three  decades  are  the  most  reliable  (under  the  assumption 
of  level-earnings  trends  in  the  future)  since  the  populations  con- 
cerned— both  covered  workers  and  beneficiaries — are  already  born. 
As  the  estimates  proceed  further  into  the  future,  there  is,  of  course, 
much  more  uncertainty — if  for  no  reason  other  than  the  relative 


ACTUARIAL  COST  ESTIMATES  FOR  OASI 


23 


difficulty  in  predicting  future  birth  trends — but  it  is  desirable  and 
necessary  nonetheless  to  consider  these  long-range  possibilities  under  a 
social  insurance  program  that  is  intended  to  operate  in  perpetuity. 

Table  7. — Progress  of  old-age  and  survivors  insurance  trust  fund  under  system  as 
modified  by  House-approved  bill,  intermediate-cost  estimate  at  3.6  percent  interest 1 

[In  millions] 


Railroad 

Contribu- 

Benefit 

Adminis- 

retirement 

Interest 

Balance  In 

Calendar  year 

tions 

payments 

trative 

financial 

on  fund  1 

fund  at  end 

expenses 

Inter- 

of year  s 

change  1 

Actual  data 


1951. 
1952 
1953 
1954 
1955. 
1956. 
1957. 
1958. 
1959. 
1960. 
1961. 
1962. 
1963. 


$3, 367 

$1,885 

$81 

$417 

$15,540 

3,819 

2, 194 

88 

365 

17,  442 

3,  945 

3,006 

88 

414 

18,  707 

5, 163 

3, 670 

92 

-$21 

447 

20,  576 

5,  713 

4,968 

119 

-7 

454 

21,663 

6, 172 

5,  715 

132 

-5 

526 

22,  519 

6, 825 

7,347 

«  162 

-2 

556 

22,393 

7,  566 

8,327 

«  194 

124 

552 

21,864 

8,  052 

9,842 

184 

282 

532 

20,141 

10,866 

10,  677 

203 

318 

516 

20,324 

11,285 

11,862 

239 

332 

548 

19,725 

12, 059 

13,  356 

256 

361 

526 

18, 337 

14,  641 

14,  217 

281 

423 

521 

18,  480 

Estimated  data  (short-range  estimate) 


1964   

$15, 314 

$15,095 

$314 

$423 

$543 

$18, 505 

1965    

17, 005 

17,115 

322 

418 

560 

18,215 

1966  

18, 692 

17,892 

324 

455 

583 

18,819 

1967  

19,373 

18,647 

336 

465 

627 

19,371 

1968  

22,188 

19,443 

343 

455 

711 

22, 029 

1969   

23,329 

20,242 

350 

445 

777 

25,098 

1970    

23, 961 

21,022 

357 

420 

915 

28,175 

1971  

26, 147 

21,789 

364 

410 

1,084 

32,843 

1972  

27,210 

22, 541 

371 

384 

1,295 

38,052 

Estimated  data  (long-range  estimate) 


1975   

$26, 750 

$23,380 

$394 

$325 

$1,426 

$45, 927 

1980    

28,874 

26, 870 

436 

150 

2, 065 

64,568 

1990   

33,048 

33, 674 

515 

2,953 

90,163 

2000    

38,331 

36,987 

664 

-55 

3,968 

121,467 

2C20.   

46,272 

50,792 

730 

-85 

8,263 

246,860 

1  An  interest  rate  of  3.5  percent  is  used  in  determining  the  level  costs,  but  in  developing  the  progress  of 
the  trust  fund  a  varying  rate  in  the  early  years  has  been  used,  which  Is  equivalent  to  such  fixed  rate. 

1  A  negative  figure  In-licates  payment  to  the  trust  fund  from  the  railroad  retirement  account,  and  a  positive 
figure  indicates  the  reverse. 

3  Not  including  amounts  in  the  railroad  retirement  account  to  the  credit  of  the  old-age  and  survivors 
insurance  trust  fund.  In  millions  of  dollars,  these  amounted  to  $377  for  1953,  $284  for  1954,  $163  for  1955,  $60 
for  1956,  and  nothing  for  1957  and  thereafter. 

1  These  figures  are  artificially  high  because  of  the  method  of  reimbursements  between  this  trust  fund  and 
the  disability  insurance  trust  fund  (and,  likewise,  the  figure  for  1959  is  too  low). 

Note. — Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military- 
service. 


In  every  year  after  1965  for  the  next  20  years,  contribution  income 
under  the  system  as  it  would  be  modified  by  the  House  approved  bill  is 
estimated  to  exceed  old-age  and  survivors  insurance  benefit  disburse- 
ments. Even  after  the  benefit-outgo  curve  rises  ahead  of  the  con- 
tribution-income curve,  the  trust  fund  will  nonetheless  continue  to 
increase  because  of  the  effect  of  interest  earnings  (which  more  than 
meet  the  administrative  expense  disbursements  and  any  financial 
interchanges  with  the  railroad  retirement  program) .  As  a  result,  this 
trust  fund  is  estimated  to  grow  steadily  under  the  long-range  cost 
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estimate  (with  a  level-earnings  assumption),  reaching  $46  billion  in 
1975,  $65  billion  in  1980,  and  over  $120  billion  at  the  end  of  this 
century  (representing  the  benefit  outgo  for  3.3  years  at  the  level  of 
that  time).  In  the  very  far  distant  future;  namely,  in  about  the  year 
2025,  the  trust  fund  is  estimated  to  reach  a  maximum  of  about  $250 
billion,  and  then  decrease. 

Table  8  gives  the  operation  of  the  old-age  and  survivors  insurance 
trust  fund  for  the  system  as  it  would  be  modified  by  the  Senate- 
approved  bill.  In  every  year  after  1965,  for  the  next  20  years,  contri- 
bution income  is  estimated  to  exceed  benefit  outgo.  As  a  result,  this 
trust  fund  is  estimated  to  grow  steadily,  reaching  $45  billion  in  1970 
and  almost  $80  billion  at  the  end  of  this  century  (representing  the 
benefit  outgo  for  2  years  at  the  level  of  that  time).  In  the  very  far- 
distant  future — namely,  after  about  50  years — the  trust  fund  is 
estimated  to  reach  a  maximum  of  about  $125  billion,  and  then 
decrease.  The  estimated  ultimate  maximum  size  is  significantly 
lower  for  the  Senate-approved  bill  than  for  the  House-approved  bill 
(and  the  time  when  this  maximum  is  estimated  to  be  reached  is  sooner) 
because  of  the  greater  lack  of  actuarial  balance  in  the  Senate-approved 
bill,  as  has  been  discussed  previously. 


Table  8. — Estimated  progress  of  old-age  and  survivors  insurance  trust  fund  under 
system  as  modified  by  Senate-approved  bill,  intermediate-cost  estimate  at  3.5  percent 
interest 1 

fin  millions] 


Railroad 

Contribu- 

Benefit 

Adminis- 

retirement 

Interest 

Balance  in 

Calendar  year 

tions 

payments 

trative 

financial 

on  fund  1 

fund  at  end 

expenses 

inter- 

of year 

change  2 

Short-range  estimate 


1964  

$16,314 

$15, 139 

$314 

$423 

$543 

$18, 461 

1965  

17,698 

17,926 

347 

418 

555 

18,023 

1966    

19. 452 

18, 776 

334 

465 

573 

18, 473 

1967    

20,140 

19, 610 

341 

510 

609 

18,761 

1968  

23,000 

20,435 

348 

490 

684 

21, 172 

1969  

24,150 

21,264 

355 

480 

741 

23,964 

1970  

24,813 

22,074 

362 

460 

870 

26,751 

1971    

26,549 

22,865 

369 

450 

1,020 

30,636 

1972  

27,546 

23, 647 

376 

420 

1,201 

34,940 

Long-range  estimate 


1975  

$27,053 

$24,484 

$394 

$332 

$1,389 

$44,535 

1980   

29,200 

28,080 

436 

157 

1,861 

58,218 

1990    

33,422 

35,020 

515 

7 

2,263 

69,375 

2000  

38,768 

38,625 

564 

-48 

2,515 

78,064 

2020_._   

46, 811 

52,990 

730 

-78 

3,973 

119,373 

1  An  interest  rate  of  3.5  percent  is  used  in  determining  the  level  costs,  but  in  developing  the  progress  of 
the  trust  fund  a  varying  rate  in  the  early  years  has  been  used,  which  is  equivalent  to  such  fixed  rate. 

3  A  negative  figure  indicates  payment  to  the  trust  fund  from  the  railroad  retirement  account,  and  a  posi- 
tive figure  indicates  the  reverse. 

Note. — Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military 
service. 

9.  Future  operations  of  DI  trust  fund 

The  disability  insurance  trust  fund,  under  the  program  as  it  would 
be  changed  by  House-approved  bill,  grows  slowly  but  steadily  after 
1 965  according  to  the  intermediate  long-range  cost  estimate,  as  shown 
by  table  9.    In  1975,  it  is  shown  as  being  $2.4  billion,  while  in  1990, 
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the  corresponding  figure  is  $2.7  billion  (representing  the  benefit  outgo 
for  1.2  years  at  the  level  of  that  time).  There  is  a  small  excess  of 
contribution  income  over  benefit  disbursements  for  every  year  after 
1964. 

Table  9. — Progress  of  disability  insurance  trust  fund  under  system  as  modified  by 
House-approved  bill,  intermediate-cost  estimate  at  S.5  percent  interest 1 


[In  millions] 


Railroad 

Contribu- 

Benefit 

Adminis- 

retirement 

Interest 

Balance  In 

Calendar  year 

tions 

payments 

trative 

financial 

on  fund  1 

fund  at  end 

expenses 

inter- 

of year 

change  1 

Actual  data 

1957   

$702 

$57 

3$3 

$7 

$649 

1958  -- 

966 

249 

3  12 

25 

1,379 

1959  _..   

891 

457 

50 

-$22 

40 

1,825 

I960....  

1,010 

568 

36 

-5 

53 

2,289 

1961    

1,038 

887 

64 

5 

66 

2, 437 

1962   

1,046 

1,105 

66 

11 

68 

2,  368 

1963  

1,099 

1,  210 

68 

20 

66 

2,235 

Estimated  data  (short-range  estimate) 

1964    

$1, 133 

$1,314 

$82 

$20 

$63 

$2, 015 

1965.    

1,541 

1,525 

86 

19 

59 

1,985 

1966   

1,670 

1,576 

88 

20 

59 

2,030 

1967   

1,715 

1,626 

93 

15 

60 

2,  071 

1968    

1,765 

1,660 

96 

15 

61 

2,126 

1969..   

1,817 

1,691 

99 

15 

62 

2,200 

1970    

1,869 

1,716 

102 

15 

65 

2,  301 

1971  

1,924 

1,742 

105 

15 

71 

2,434 

1972    

1,980 

1,768 

108 

15 

80 

2,  603 

Estimated  data  (long-range  estimate) 

1975   

$1,944 

$1,908 

$103 

$6 

$76 

$2,  378 

1980  

2,097 

2, 067 

106 

-1 

75 

2, 381 

1990   

2, 400 

2,292 

106 

-4 

83 

2,676 

2000.  —  - 

2,  784 

2,693 

120 

-4 

125 

3,947 

1  An  interest  rate  of  3.5  percent  is  used  in  determining  the  level  costs,  but  in  developing  the  progress 
of  the  trust  fund  a  varying  rate  in  the  early  years  has  been  used,  which  is  equivalent  to  such  fixed  rate. 

2  A  negative  figure  indicates  payment  to  the  trust  fund  from  the  railroad  retirement  account,  and  a  positive 
figure  indicates  the  reverse. 

3  These  figures  are  artificially  low  because  of  the  method  of  reimbursements  between  the  trust  fund  and 
the  old-age  and  survivors  insurance  trust  fund  (and,  likewise,  the  figure  for  1959  is  too  high). 

Note.— Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military 
service. 


Table  10  presents  the  operation  of  the  disability  insurance  trust 
fund  for  the  system  as  it  would  be  modified  by  the  Senate-approved 
bill.  Benefit  disbursements  would  exceed  contribution  income  foi 
most  years  after  1964.  Accordingly,  the  balance  in  the  trust  fund 
would  decrease  steadily  each  year,  until  it  would  be  exhausted  in  1975. 
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Table  10. — Estimated  progress  of  disability  insurance  trust  fund  under  system  as 
modified  by  Senate-approved  bill,  intermediate-cost  estimate  at  3.5  percent  interest 1 


[In  millions] 


Railroad 

Contribu- 

Benefit 

Adminis- 

retirement 

Interest 

Balance  in 

Calendar  year 

tions 

payments 

trative 

financial 

on  fond  1 

fund  at  end 

expenses 

inter- 

of year 

change  1 

Short-range  estimate 

1964  

$1,133 

$1,321 

$82 

$20 

$63 

$2,008 

1965   

1,593 

1,621 

93 

19 

58 

1,926 

1966     

1,736 

1,745 

100 

20 

54 

1,851 

1967   

1,783 

1,858 

105 

20 

49 

1,700 

1968    

1,836 

1,910 

103 

20 

45 

1,548 

1969   

1, 891 

1,945 

104 

20 

41 

1, 411 

1970  

1,945 

1,978 

107 

20 

37 

1,288 

1971     

2,003 

2,010 

110 

20 

34 

1, 185 

1972   

2,062 

2,044 

113 

20 

32 

1,102 

Long-range  estimate 

1975....   

$2,021 

$2,188 

$113 

$9 

m 

(J) 

1980    

2, 181 

2,375 

117 

2 

(3) 

P) 

1990    

2,497 

2,647 

117 

1 

(') 

(») 

2000  

2,896 

3,110 

132 

1 

(•) 

W 

1  An  interest  rate  of  3.5  percent  is  used  in  determining  the  level  costs,  but  in  developing  the  progress  of  the 
trust  fund  a  varying  rate  in  the  early  years  has  been  used,  which  is  equivalent  to  such  fixed  rate. 

2  A  negative  figure  indicates  payment  to  the  trust  fund  from  the  railraod  retirement  account,  and  a  positive 
figure  indicates  the  reverse. 

3  Fund  exhausted  in  1975. 


Note. — Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military 

service. 

10.  Future  operations  oj  HI  trust  jund 

Table  11  shows  the  estimated  operation  of  the  hospital  insurance 
trust  fund  that  would  be  added  to  the  OASDI  system  by  the  Senate- 
approved  bill.  According  to  this  estimate,  the  balance  in  the  trust 
fund  would  grow  steadily  in  the  future,  increasing  from  about  $560 
million  at  the  end  of  1965  to  $1.8  billion  5  years  later.  The  long-range 
cost  estimate  assumes  level  future  earnings  and  thus  level  future 
hospitalization  costs  after  the  initial  10-percent  differential  (as  dis- 
cussed previously) ;  moreover,  the  added  costs  due  to  this  differential 
would  be  met  by  the  potential  dynamic  cost-sharing  provision,  which 
would  be  operative  in  1969  and  thereafter.  Under  the  long-range 
cost  estimate,  the  trust  fund  would  build  up  steadily  over  the  years, 
reaching  $5.9  billion  in  1980  (representing  the  benefit  outgo  for  2.4 
years  at  the  level  of  that  time). 
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Table  11. — Estimated  progress  of  hospital  insurance  trust  fund  under  system  as  mod- 
ified by  Senate-approved  bill,  intermediate-cost  eslimote  at  3.5  percent  interest  1 


[In  millions] 


Calendar  year 

Contributions 

Benefit 
payments 
and 
administrative 
expenses  2 

Interest 
on  fund 

Balance 
in  fund 
at  end 
of  year 

1965  

Estimated  data,  short-range  estimate 

$1,260 
1.9C8 
2,020 
2,078 
2, 140 
2,202 
2, 267 
2,334 

$711 
1,573 
1,726 
1,886 
1,990 
2,133 
2,232 
2,415 

$8 
23 
36 
46 
54 
60 
61 
65 

$557 
915 
1,245 
1,483 
1,687 
1,816 
1,915 
1,899 

1966.  

1967  

1968  

1969.._    

1970  

1971  -  

1972.  _    

1975  -   

Estimated  data,  long-range  estimate 

$2, 287 
2,469 
2,  515 

$2,  059 
2,434 
3,036 

$151 
193 
221 

.$4,  438 
5, 891 
6,921 

1980.   

1990  

•  An  interest  rate  of  3.5  percent  is  used  in  determining  the  level-costs,  but  in  developing  the  progress  of  the 
trust  fund  a  varying  rate  in  the  early  years  has  been  used,  which  is  equivalent  to  such  fixed  rate. 
2  The  net  payment  to  (or  from)  the  railroad  retirement  system  is  included  here. 

Note. — Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military 
service. 


F.  COST  ESTIMATES  ON  RANGE  BASIS 

1.  Long-range  operations  of  trust  funds  under  House-approved  bill 

Table  12  shows  the  estimated  operation  of  the  old-age  and  survivors 
insurance  trust  fund  under  the  program  as  it  would  be  changed  by 
the  House-approved  bill  for  the  low-  and  high-cost  estimates,  while 
table  13  gives  corresponding  figures  for  the  disability  insurance  trust 
fund. 

Under  the  low-cost  estimate,  the  old-age  and  survivors  insurance 
trust  fund  builds  up  quite  rapidly  and  in  the  year  2000  is  shown  as 
being  about  $285  billion  and  is  then  growing  at  a  rate  of  about  $17 
billion  a  year.  Likewise,  the  disability  insurance  trust  fund  grows 
steadily  under  the  low-cost  estimate,  reaching  about  $6  billion  in 
1980  and  $22  billion  in  the  year  2000,  at  which  time  its  annual  rate 
of  growth  is  about  $1  billion.  For  both  trust  funds,  under  these 
estimates,  benefit  disbursements  do  not  exceed  contribution  income 
in  any  year  after  1964  for  the  foreseeable  future. 
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Table  12. — Estimated  progress  of  old-age  and  survivors  insurance  trust  fund  under 
system  as  modified  by  House-approved  bill,  low-  and  high-cost  estimates 


[In  millions] 


Calendar  year 

Contribu- 
tions 

Benefit 
payments 

Adminis- 
trative 
expenses 

Railroad 
retirement 
financial 

inter- 
change 1 

Interest 
on  fund  > 

Balance  in 
fund  at  end 
of  year 

1975   

1980   

1990   ._ 

2000    

1975  --   

1980    

1990  

2000    -. 

Low-cost  estimate 

$27,316 
29, 780 
35, 243 
42, 019 

$22,911 
26, 072 
31,936 
34,625 

$365 
402 
474 
520 

$290 
115 

-40 
-95 

$1,894 
2, 977 
5,569 

10,061 

$56,936 
86,685 
158,704 
285.306 

High-cost  estimate 

$26,185 
27,968 
30,852 
34,643 

$23,848 
27.668 
35,211 
39.349 

$422 
469 
556 
609 

$360 
185 
40 
-15 

$1,084 
1,349 
808 

(3) 

$35,930 
44.293 
26,706- 

(3) 

1  A  negative  figure  indicates  payment  to  the  trust  fund  from  the  railroad  retirement  account,  and  a  positive 
figure  indicates  the  reverse. 
a  At  interest  rates  of  3.75  percent  for  the  low-cost  estimate  and  3.25  percent  for  the  high-cost  estimate. 
3  Fund  exhausted  in  1998. 


Note. — Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military 
service. 

Table  13. — Estimated  progress  of  disability  insurance  trust  fund  under  system  as 
modified  by  House-approved  bill,  low-  and  high-cost  estimates 


[In  millions] 


Calendar  year 

Contribu- 
tions 

Benefit 
payments 

Adminis- 
trative 
expenses 

Railroad 
retirement 
financial 

inter- 
change 1 

Interest 
on  fund  1 

Balance  in 
fund  at  end 
of  year 

1975   

1980  

1990  

2000  

1975  

1980  

1990  

2000  

Low-cost  estimate 

$1,986 
2,164 
2,561 
3,053 

$1,779 
1,915 
2,115 
2,521 

$94 
95 
93 

103 

$2 
-6 
-9 
-9 

$155 
213 
415 
789 

$4,524 
6,168 
11,87* 
22, 305 

High-cost  estimate 

$1,901 
2,030 
2,240 
2,515 

$2,037 
2, 219 
2,469 
2,865 

$112 
117 
120 
137 

$10 
4 
1 
1 

$8 

(') 
(') 
(3) 

$293 

(3) 
(3) 
(3) 

1  A  negative  figure  indicates  payment  to  the  trust  fund  from  the  railroad  retirement  account,  and  a  positi  ve 
figure  indicates  the  reverse. 
1  At  interest  rates  of  3.75  percent  for  the  low-cost  estimate  and  3.25  percent  for  the  high-cost  estimate. 
'  Fund  exhausted  in  1977. 


Note. — Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military 
service. 

On  the  other  hand,  under  the  high-cost  estimate  the  old-age  and 
survivors  insurance  trust  fund  builds  up  to  a  maximum  of  about 
$45  billion  in  about  15  years,  but  decreases  thereafter  until  it  is  ex- 
hausted shortly  before  the  year  2000.  Under  this  estimate,  benefit 
disbursements  are  lower  than  contribution  income  during  all  years 
after  1965  and  before  1981. 
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As  to  the  disability  insurance  trust  fund  under  the  high-cost 
estimate,  in  the  early  years  of  operation  the  contribution  income  is 
about  the  same  as  the  benefit  outgo.  Accordingly,  the  disability 
insurance  trust  fund,  as  shown  by  this  estimate,  will  be  about  $2 
billion  during  the  first  few  years  after  1964  and  will  then  slowly 
decrease  until  it  is  exhausted  in  1977. 

2.  Long-range  operations  of  trust  junds  under  Senate-approved  bill 

Tables  14  and  15  similarly  show  the  estimated  progress  of  the  old-age 
and  survivors  insurance  and  disability  insurance  trust  funds  for  the 
Senate-approved  bill,  according  to  the  low-  and  high-cost  estimates. 
No  such  range  estimates  have  been  prepared  for  the  hospital  insurance 
trust  fund. 

Under  the  low-cost  estimate,  the  old-age  and  survivors  insurance 
trust  fund  builds  up  rapidly,  and  in  the  year  2000  is  shown  as  being 
about  $250  billion  and  is  then  growing  at  a  rate  of  about  $15  billion  a 
year.  Likewise,  the  disability  insurance  trust  fund  grows  steadily 
under  the  low-cost  estimate,  reaching  about  $2  billion  in  1980  and  $5 
billion  in  the  year  2000,  at  which  time  its  annual  rate  of  growth  is 
about  $250  million.  For  both  trust  funds  under  these  estimates, 
benefit  disbursements  do  not  exceed  contribution  income  in  any  year 
after  1964  for  the  next  40  years. 

On  the  other  hand,  under  the  high-cost  estimate,  the  old-age  and 
survivors  insurance  trust  fund  builds  up  to  a  maximum  of  about  $35 
billion  in  15  years,  but  decreases  thereafter  until  it  is  exhausted  in 
1990.  Under  this  estimate,  benefit  disbursements  are  lower  than 
contribution  income  during  all  years  after  1965  and  before  1978. 
As  to  the  disability  insurance  trust  fund  under  the  high-cost  estimate, 
in  the  early  years  of  operation,  contribution  income  is  lower  than 
benefit  outgo  and,  accordingly,  the  fund  decreases  steadily  each  year 
until  it  is  exhausted  in  1971. 

Table  14. — Estimated  progress  of  old-age  and  survivors  insurance  trust  fund  under 
system  as  modified  by  Senate-approved  bill,  low-  and  high-cost  estimates 


[In  millions] 


Calendar  year 

Contribu- 
tions 

Benefit 
payments 

Adminis- 
trative 
expenses 

Railroad 
retirement 
financial 

inter- 
change 1 

Interest 
on  fund ' 

Balance  in 
fund 

1976  -  

1980  

1990  

2000  

1975  

1980  

1990  

2000  

Low-cost  estimate 

$27,630 
30,122 
35,649 
42,504 

$23. 896 
27, 123 
33,164 
36,005 

$365 
402 
474 
620 

$297 
122 
-33 
-88 

$1,886 
2,824 
6,012 
8,863 

$66,436 
82,221 
143,000 
251,836 

High-cost  estimate 

$26, 476 
28,279 
31,196 
35,032 

$25, 071 
29,036 
36,877 
41,246 

$422 
469 
556 
609 

$367 
192 
47 
-8 

$1,004 
1,076 
(') 

(') 

$33,146 
35, 474 

8 

1  A  negative  figure  Indicates  payment  to  the  trust  fund  from  the  railroad  retirement  account,  and  a  positive 
figures  Indicates  the  reverse. 
'  At  Interest  rates  of  3.75  percent  for  the  low-cost  estimate  and  3.25  percent  for  the  high-cost  estimate. 
>  Fund  exhausted  in  1990. 

Note.— Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military 
service. 
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Table  15.—  Estimated  progress  of  disability  insurance  trust  fund  under  system  as- 
modified  by  Senate-approved  bill,  low-  and  high-cost  estimates 


[In  millions] 


Railroad 

Contribu- 

Benefit 

Adminis- 

retirement 

Interest 

Balance  in 

Calendar  year 

tions 

payments 

trative 

financial 

on  fund  2 

fund 

expenses 

inter- 

change 1 

Low-cost  estimate 

1975    

$2,064 

$2,060 

$103 

$5 

$63 

$1,900 

1980   

2, 250 

2,225 

104 

-3 

57 

1. 760 

1990   

2,663 

2, 483 

102 

-6 

75 

2,372 

2000    

3, 175 

2,965 

113 

-6 

162 

4,832 

Hieh-cost  estimate 

1975    

$1, 977 

$2,  316 

$123 

$13 

« 

(3) 

1980  

2,112 

2.525 

129 

7 

(') 

(') 

1990  

2,330 

2,811 

132 

4 

(3) 

(a) 

2000   

2,  616 

3,255 

151 

4 

(!) 

(3) 

1  A  negative  figure  indicates  payment  to  the  trust  fund  from  the  railroad  retirement  account,  and  a  positive 
figure  indicates  the  reverse. 

2  At  interest  rates  of  3.75  percent  for  the  low-cost  estimate  and  3.25  percent  for  the  high-cost  estimate. 

3  Fund  exhausted  in  1971. 

Note.— Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military 
service. 

The  foregoing  results  are  consistent  and  reasonable,  since  the  system 
on  an  intermediate-cost-estimate  basis  is  intended  to  be  approximately 
self-supporting,  as  indicated  previously.  Accordingly,  a  low-cost 
estimate  should  show  that  the  system  is  more  than  self-supporting, 
whereas  a  high-cost  estimate  should  show  that  a  deficiency  would  arise 
later  on.  In  actual  practice,  under  the  philosophy  in  the  1950  and 
subsequent  acts,  as  set  forth  in  the  committee  reports  therefor, 
the  tax  schedule  would  be  adjusted  in  future  years  so  that  none  of  the 
developments  of  the  trust  funds  shown  in  tables  12  to  15  would  ever 
eventuate.  Thus,  if  experience  followed  the  low-cost  estimate,  and  if 
the  benefit  provisions  were  not  changed,  the  contribution  rates  would 
probably  be  adjusted  downward — or  perhaps  would  not  be  increased 
in  future  years  according  to  schedule.  On  the  other  hand,  if  the 
experience  followed  the  high-cost  estimate,  the  contribution  rates 
would  have  to  be  raised  above  those  scheduled.  At  any  rate,  the 
high-cost  estimate  does  indicate  that,  under  the  tax  schedule  adopted, 
there  will  be  ample  funds  to  meet  benefit  disbursements  for  several 
decades,  even  under  relatively  high-cost  experience. 

G.  SUMMARY  OF  ACTUARIAL  COST  ESTIMATES  FOR  OASDI  SYSTEM 

The  old-age,  survivors,  and  disability  insurance  system,  as  modified 
by  the  House-approved  bill,  has  an  estimated  benefit  cost  that  is  very 
closely  in  balance  with  contribution  income.  This  also  was  the  case 
for  the  1950  and  subsequent  amendments  at  the  time  they  were 
enacted. 

The  old-age  and  survivors  insurance  system  as  modified  by  the 
House-approved  bill  is  closer  to  actuarial  balance,  according  to  the  in- 
termediate-cost estimate,  than  was  the  1961  act  according  to  the  cost 
estimates  made  for  it  at  the  time  of  enactment.  The  system  as 
modified  by  this  bill,  and  the  system  as  it  was  modified  by  the  pre- 
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vious  amendments,  has  been  shown  to  be  not  quite  self-supporting 
under  the  intermediate-cost  estimate.  Nevertheless,  there  is  close  to 
an  exact  balance,  especially  considering  that  a  range  of  variation  is 
necessarily  present  in  the  long-range  actuarial  cost  estimates  and, 
further,  that  rounded  tax  rates  are  used  in  actual  practice.  Accord- 
ingly, the  old -age  and  survivors  insurance  program,  as  it  would  be 
changed  by  the  House-approved  bill,  is  actuarially  sound. 

The  separate  disability  insurance  trust  fund,  established  under  the 
1956  act,  shows  a  lack  of  actuarial  balance  of  only  0.01  percent  of 
taxable  payroll  under  the  provisions  that  would  be  in  effect  after 
enactment  of  the  House-approved  bill,  because  the  contribution  rate 
allocated  to  this  fund  is  slightly  less  than  the  cost  of  the  disability 
benefits  based  on  the  intermediate-cost  estimate.  Considering  the 
variability  of  cost  estimates  for  disability  benefits,  this  small  actuarial 
deficit  is  not  significant.  Accordingly,  the  disability  insurance 
program,  as  it  would  be  modified  by  the  House-approved  bill,  is 
actuarially  sound. 

The  situation  as  to  the  actuarial  balance  of  the  old-age,  survivors, 
and  disability  insurance  system  under  the  version  of  the  bill  reported 
by  the  Senate  Committee  on  Finance  would  be  about  the  same  as 
under  the  House-approved  bill,  although  not  quite  as  favorable. 
Nonetheless,  the  actuarial  status  of  the  program  would  be  improved 
over  present  law. 

When  the  Senate-approved  bill  is  considered,  it  cannot  be  said  that 
the  system,  as  amended  thereby,  would  be  actuarially  sound.  Both 
the  old-age  and  survivors  insurance  and  the  disability  insurance 
portions  of  the  program  would  have  actuarial  lacks  of  balance  far 
beyond  what  has  traditionally  been  considered  to  be  suitable  limits. 
The  proposed  hospital  insurance  program  is  exactly  in  actuarial 
balance,  according  to  the  estimates  made. 

H.  COST  ESTIMATE  FOR  HOSPITALIZATION  BENEFITS  FOR  NONINSURED 

PERSONS 

The  Senate-approved  bill  would  provide  hospitalization  and  related 
benefits  not  only  for  beneficiaries  of  the  old-age,  survivors,  and  dis- 
ability insurance  system  and  the  railroad  retirement  system,  but 
also  for  most  persons  aged  65  and  over  in  1965  (and  for  many  of  those 
attaining  this  age  in  the  next  few  years)  who  are  not  insured  under 
either  of  these  two  social  insurance  systems.  Such  benefit  protection 
would  be  provided  to  any  person  aged  65  and  over  on  January  1, 1965, 
who  is  not  eligible  as  an  old-age,  survivors,  and  disability  insurance 
or  railroad  retirement  beneficiary  and  who  (a)  is  not  an  employee  of 
the  Federal  Government  or  a  retired  Federal  employee  eligible  for 
health  benefits  under  the  plan  established  by  the  Federal  Govern- 
ment for  such  persons,  (6)  is  not  a  member  of  a  subversive  organiza- 
tion and  has  not  been  convicted  of  subversive  activities,  and  (c)  is  a 
citizen  or  has  had  at  least  10  years  of  continuous  residence. 

Persons  meeting  such  conditions  who  attain  age  65  before  1968 
also  would  qualify  for  the  hospitalization  benefits,  while  those  attain- 
ing age  65  after  1967  must  have  some  old-age,  survivors,  and  disability 
insurance  or  railroad  retirement  coverage  to  qualify — namely,  3 
quarters  of  coverage  (which  can  be  acquired  at  any  time  after  1936) 
for  each  year  elapsing  after  1965  and  before  the  year  of  attainment  of 
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age  65  (e.g.,  6  quarters  of  coverage  for  attainments  in  1968,  9  quarters 
for  1969,  etc.).  This  transitional  provision  "washes  out"  for  men 
attaining  age  65  in  1974  and  for  women  attaining  age  65  in  1972, 
since  the  fully-insured-status  requirement  for  monthly  benefits  for 
such  categories  is  then  no  greater  than  the  special-insured  status 
requirement.  The  benefits  for  the  "noninsured"  group  would  be 
paid  from  the  health  insurance  trust  fund,  but  with  full  reimburse- 
ment therefor  from  the  General  Treasury. 

The  estimated  cost  to  the  General  Treasury  for  the  hospitalization 
and  related  benefits  for  the  noninsured  group  is  as  follows  for  the  first 
5  calendar  years  of  operation  (in  millions): 

Cost  to  General 

Calendar  year:  Treaturv 

1965    $100 

1966   220 

1967   230 

1968   240 

1969   245 

It  may  be  noted  that  under  the  Senate-approved  bill,  there  would 
be  savings  to  the  General  Treasury  (and  also  in  State  and  local  funds) 
under  the  medical  assistance  for  the  aged  and  the  old-age  assistance 
programs.  This  would  be  so  with  respect  to  both  insured  and  non- 
insured  individuals  receiving  hospitalization  and  related  benefits 
through  the  hospital  insurance  trust  fund  that  would  have  otherwise 
been  paid  under  the  two  public  assistance  programs.  Such  Federal 
savings  for  the  first  5  calendar  years  of  operations  are  estimated  to 
be  as  follows  (in  millions) : 

Federal  savings  ro 

Calendar  year:  maa  and  oaa 

1965       $80 

1966   _      190 

1967   210 

1968      _   225 

1969      230 
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shedding  their  crocodile  tears  In  an  ef- 
fort to  display  their  great  concern  for 
the  plight  of  our  elderly  citizens. 

Yesterday  it  had  appeared  that  the 
conferees  would  be  able  to  agree  and  ap- 
prove the  increased  social  security  bene- 
fits effective  immediately  and  then  let 
the  question  of  medicare  go  over  for  the 
determination  of  the  next  Congress. 
But  yesterday  morning  when  the  con- 
ferees met  we  were  presented  with  an 
entirely  new  215-page  bill  which  we  were 
told  represented  the  administration's 
latest  version  of  a  medicare  proposal  and 
we  were  given  to  understand  that  orders 
had  been  given  by  the  White  House 
either  to  accept  this  new  proposal  or  to 
kill  the  entire  bill. 

This  means  that  Congress  is  going 
home  after  having  voted  itself  a  $7,500 
annual  salary  increase  and  a  $10,000  in- 
crease for  the  Cabinet  members  while  at 
the  same  time  denying  increases  for 
those  living  on  social  security  pensions. 

This  action  demonstrates  the  political 
farce  of  this  administration's  claim  of 
an  interest  in  the  welfare  of  our  elderly 
citizens. 


FAILURE  OF  PASSAGE  OF  IN- 
CREASED SOCIAL  SECURITY 
BENEFITS  BILL  AT  THIS  SESSION 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  it  is  common  knowledge  that 
intervention  by  the  White  House  with 
Congress  is  responsible  for  killing  the 
bill  which  would  have  given  from  $5  to  $7 
per  month  increase  to  those  living  on 
social  security  pensions. 

Apparently  the  decision  has  been 
made  by  the  White  House  that  unless 
Congress  would  approve  the  administra- 
tions' medicare  program  the  bill  provid- 
ing for  these  increases  in  social  security 
benefits  was  to  be  pigeonholed. 

This  decision  displays  a  callous  disre- 
gard for  the  plight  of  the  millions  of  our 
aged  who  have  been  looking  forward  to 
this  increase  in  their  social  security 
checks  to  meet  their  rising  living  costs. 

For  the  past  several  weeks  administra- 
tion rubberstamp  supporters  have  been 
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AMENDMENTS  TO  THE  SOCIAL 
SECURITY  ACT 

Mr.  LONG  of  Louisiana.  Mr.  Presi- 
dent, there  are  many  accomplishments 
of  the  present  session  of  the  Congress 
about  which  the  junior  Senator  from 
Louisiana  feels  very  happy.  Unfortu- 
nately, this  Congress  has  not  done  as 
much  as  it  should,  in  the  judgment  of 
the  junior  Senator  from  Louisiana.  I 
wish  the  Record  to  show  that  if  the  Sen- 
ate votes  today  to  adjourn  sine  die,  the 
junior  Senator  from  Louisiana  will  not 
be  in  favor  of  the  action. 

One  reason  I  make  that  statement  is 
that  while  Congress  passed  a  big  pay 
raise  bill  and  led  the  charge  by  giving 
Members  of  Congress  a  $7,500  increase, 
and  while  we  voted  great  tax  reductions 
which  benefited  corporations  and  indi- 
viduals— while  we  did  a  great  amount 
for  a  number  of  people,  if  this  Congress 
adjourns  sine  die  today,  it  will  have  ig- 
nored relief  for  many  people.  I  have  in 
mind  the  poor,  the  needy,  and  the  un- 
derprivileged. I  have  in  mind  the  aged, 
and  the  orphaned  children.  A  bill  which 
would  give  those  people  relief  is  in  con- 
ference between  the  Senate  and  the 
House,  and  as  Senators  well  know — and 
the  press  has  so  advised  the  Nation — 
that  conference  is  now  deadlocked  on  the 
issue  of  medical  care. 

It  is  the  judgment  of  the  Senator  from 
Louisiana  that  the  Congress  should  re- 
main in  session  2  or  3  additional  weeks. 
If  we  could  do  so,  we  could  find  some  way 
in  which  to  resolve  the  complete  impasse 
that  exists  between  the  House  and  the 
Senate  on  the  issue  of  health  care.  I 
make  that  statement  because  in  my 
judgment  Representative  Wilbur  Mills, 
chairman  of  the  House  Committee  on 
Ways  and  Means,  is  one  of  the  truly 
great  men  in  this  Congress.  He  is  not 
an  arrogant  or  unreasonable  man.  He 
is  a  very  considerate  person.  He  has 
given  the  Senate  every  consideration  for 
which  we  could  ask  except  with  refer- 
ence to  that  particular  amendment.  He 
has  his  own  views.  He  represents  the 
House.  I  believe  he  does  so  extremely 
well.  It  is  the  judgment  of  the  junior 
Senator  from  Louisiana  that  we  could 
find  a  way  to  resolve  the  impasse  if  we 
only  had  more  time  to  work  on  it. 

I  hope  that  if  the  Senate  does  adjourn 
sine  die,  the  President  will  call  us  back 
in  November  and  give  us  an  opportunity 
to  continue  to  work  on  that  subject  to  see 
to  it  that,  starting  in  January,  every 
aged  person  who  might  be  poor,  to  the 
extent  that  he  is  receiving  a  public  wel- 
fare check,  would  receive  an  automatic 
increase  as  a  result  of  the  Federal  match- 
ing funds  provided  in  the  social  security 
bill,  and  that  every  mother  with  an 
orphaned  child  in  a  family  that  might 
have  lost  the  breadwinner  and  the  hus- 
band would  receive  additional  assistance. 
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I  would  hope  that  the  cash  benefit  in- 
crease for  every  aged  person  drawing 
social  security  would  become  law. 

My  estimate  is  that  there  are  20  mil- 
lion people  whom  I  chose  to  call  the 
least  of  them  all,  if  I  may  use  the  phrase 
of  the  Master,  who  will  be  ignored  if 
this  Congress  quits  sine  die  and  fails  to 
come  back. 

In  other  respects,  Congress  has  made 
a  magnificent  record.  I  am  extremely 
happy  that  we  were  able  to  agree  to  the 
veterans  compensation  bill  that  will  in- 
crease pensions  for  veterans  who  have 
suffered  some  disability.  It  will  give 
them  much  needed  benefits,  to  which 
they  are  entitled. 

We  finally  resolved  the  10-year  im- 
passe between  the  House  and  the  Senate 
on  veterans  insurance.  There  are  po- 
tentially 16  million  veterans  who  would 
benefit  from  the  Senate  amendment. 
The  House  went  halfway.  It  took  care 
of  8  million  veterans  who  may  take  out 
national  service  life  insurance,  but  it 
takes  care  of  those  who  could  not  get 
insurance  from  private  plans.  The  com- 
promise was  that  if  a  veteran  has  any 
disability,  even  zero  percent,  provided  it 
were  of  a  serious  enough  nature  that  it 
would  entitle  him  to  a  pension,  he  is 
eligible  to  take  out  national  service  life 
insurance. 

In  my  judgment,  when  this  bill  be- 
comes law  and  veterans  begin  to  take 
out  insurance,  our  friends  in  the  House 
of  Representatives  are  going  to  find  it 
so  popular  that  next  year  the  House 
Members  will  agree  to  have  the  other 
8  million  veterans  covered. 

It  has  been  a  10-year  fight.  We 
passed  such  measures  by  unanimous 
consent,  but  could  not  get  to  a  confer- 
ence with  the  House.  I  am  glad  to  say 
that  once  we  were  able  to  get  our  feet 
under  the  same  conference  table  with 
Members  of  the  other  body,  we  were 
able  to  make  an  adjustment.  This  will 
be  a  monumental  piece  of  legislation  for 
our  veterans. 

It  was  a  great  pleasure  to  me,  as  man- 
ager of  the  tax  cut  bill  this  year,  that 
we  passed  the  Revenue  Act.  The 
measure  we  passed  was  not  an  increase 
in  taxes,  but  a  tax  cut,  and  was  one  of 
the  best  revenue  acts  Congress  has 
passed  in  a  long  time.  I  think  it  was 
the  most  significant  one  passed  in  this 
century. 

We  have  done  well  in  these  fields,  but 
I  regret  to  see  Congress  adjourn  without 
having  done  something  for  the  aged, 
especially  the  needy  on  social  security 
pensions,  who  are  entitled  to  considera- 
tion which  they  would  get  if  Congress 
did  not  adjourn  today. 

As  one  who  did  not  vote  for  the  medi- 
care amendment  to  the  social  security 
bill,  and  as  one  who  fought  against  it, 
but  as  a  conferee  on  the  part  of  the 
Senate,  I  do  not  believe  a  loyal  conferee 
of  the  Senate  is  entitled  to  give  up  until 
we  have  tried  as  best  we  can.  A  while 
longer  and  I  think  we  could  get  medi- 
care. 

While  that  measure  was  voted  for  by 
a  small  majority  in  this  body,  those  who 


voted  for  it  are  zealous  in  their  feelings 
as  to  what  should  be  done  in  that  field. 
It  is  my  belief  that  If  the  President  calls 
us  back  into  session  in  November,  we 
shall  be  able  to  find  a  way  to  clear  the 
impasse  between  the  Senate  and  House. 
I  was  of  the  opinion  that  we  could  have 
come  to  an  agreement  if  we  had  had 
enough  time  to  do  the  matter  justice. 
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SOCIAL    SECURITY  AMENDMENTS 
OP  1964 

(Mr.  MILLS  asked  and  was  given  per- 
mission to  extend  his  remarks  at  this 
point  in  the  Record  and  include  a  speech 
he  made  on  September  28.) 

Mr.  MILLS.  Mr.  Speaker,  all  Mem- 
bers, of  course,  are  aware  that  the  con- 
ferees on  the  social  security  bill,  H.R. 
11865,  Social  Security  Amendments  of 
1964,  were  unable  to  reach  agreement 
and  the  conference  was  adjourned 
yesterday  without  any  legislation  which 
could  be  recommended  by  the  conference 
committee. 

Both  the  Committee  on  Ways  and 
Means  and  the  Senate  Committee  on 
Finance  spent  a  good  deal  of  time  in  de- 
veloping our  respective  bills.  Both  com- 
mittees and  the  House  and  the  Senate 
voted  benefit  increases  for  all  social  se- 
curity insurance  beneficiaries.  It  is  un- 
fortunate, that  because  of  the  failure  of 
getting  agreement  in  conference  due  to 
the  hospitalization  insurance  provision, 
we  are  unable  to  provide  for  cash  bene- 
fit increases  which  both  bodies  had  ap- 
proved but  in  different  form.  For  my 
own  part,  I  made  it  clear  that  I  would  be 
most  willing  to  agree  to  some  form  of 
benefit  increases  and  resume  considera- 


tion of  the  medical  care  problems  of  our 
elder  citizens  early  in  the  next  Congress. 
My  concern,  as  the  record  shows,  is  and 
has  been  the  preservation  of  a  sound 
social  security  insurance  system.  I  have 
tried  to  make  this  point  on  many  occa- 
sions and  I  have  been  most  disturbed 
about  putting  the  two  together  under 
the  existing  social  security  insurance 
system. 

I  think  no  one  will  disagree  that  we 
could  have  obtained  agreement  on  the 
cash  benefit  increases  in  conference 
either  by  taking  the  House  or  the  Sen- 
ate version  of  these  benefit  increases  or 
some  compromise  in  between  the  two 
versions  of  the  bill.  This  would  have 
permitted  the  Committee  on  Ways  and 
Means  to  resume  its  consideration  of 
the  problem  of  medical  care  of  our  el- 
derly citizens  after  the  first  of  the  year 
since  this  matter  is  the  unfinished  busi- 
ness of  the  committee  following  our  ac- 
tion in  June  on  H.R.  11865. 

In  a  press  release  setting  forth  a  sum- 
mary of  our  committee's  action  on  social 
security,  dated  June  25,  1964,  it  was 
stated : 

It  was  understood  and  agreed  by  the  com- 
mittee that  the  foregoing  changes  in  title  II 
of  the  Social  Security  Act  would  be  made 
without  prejudice  to  possible  action  at  a 
future  time  on  the  subject  of  hospital  in- 
surance under  social  security  or  on  the  sub- 
ject of  amendments  to  the  medical  assistance 
for  the  aged  under  title  I  of  the  Social  Se- 
curity Act. 

It  was  my  thought  that  this  position 
of  our  committee  was  a  sound  position 
for  the  conference  because  it  would  have 
been  impossible  anyway  in  the  confer- 
ence to  provide  any  hospitalization  bene- 
fits prior  to  January  1, 1966.  This  would 
have  been  true  even  had  the  conference 
accepted  the  Senate  amendment  without 
change. 

It  was  also  my  thought  in  conference 
that  the  Committee  on  Ways  and  Means 
should  resume  consideration  of  the  med- 
ical care  problems  of  the  aged  next 
year.  Any  provisions  for  medical  care  for 
the  aged  could  have  been  made  available 
just  as  early  as  had  been  provided  in 
the  Senate  amendment  on  hospitaliza- 
tion insurance  benefits.  However,  as  it 
developed  it  was  not  possible  to  obtain 
this  result. 

We  were  faced  with  a  situation  which 
has  concerned  me  all  along  and  that  was 
the  inclusion  of  a  service  benefit — hos- 
pitalization— along  with  cash  benefits 
under  the  social  security  insurance  sys- 
tem. It  has  always  been  my  position 
that  if  such  action  were  taken  this  could 
result  in  a  situation  in  future  years 
where  we  could  provide  only  very  lim- 
ited increases  in  cash  benefits  if  indeed 
we  could  provide  any  at  all. 

Those  interested  in  the  social  security 
insurance  system  must  bear  this  in  mind 
along  with  all  of  the  other  facets  of  the 
problem.  This  overall  view  must  be 
taken,  in  my  opinion,  before  we  deter- 
mine the  method  to  be  followed  in  mak- 
ing available  hospital  benefits  or  any 
medical  benefits  under  any  prepayment 
program. 

A  recent  speech  which  I  made  spells 
out  in  more  detail  some  of  the  major 
considerations  involved  In  my  decision 


on  this  matter  and  I  am  inserting  the 
speech  at  this  point: 

Remarks  of  Wilbur  D.  Mills  Before  Model 
Luncheon  Meeting  of  Arkansas-Missouri 
District    Kiwanis    Convention,  Little 
Rock,  Ark.,  September  28,  1964 
Mr.  Chairman,  officers,  and  members  of  the 
Arkansas-Missouri  District  Kiwanis  Inter- 
national, and  distinguished  guests,  it  is  a 
genuine  privilege  to  meet  with  groups  such 
as  yours  which  have  rendered  such  a  variety 
of  service  to  our  community,  State,  and 
Nation. 

On  occasions  such  as  this,  I  cannot  help 
but  reflect  on  the  contributions  which  the 
Kiwanis  as  a  community  service  organization 
has  made  to  the  fundamental  moral  strength 
of  our  great  country.  Your  emphasis  on 
local  effort  is  refreshing,  and  your  concen- 
tration on  private  endeavor  to  meet  commu- 
nity needs  is  to  be  highly  commended. 

The  many  projects  which  you  have  spon- 
sored throughout  the  years  to  promote 
charitable  objectives,  to  aid  handicapped 
children,  and  to  combat  Juvenile  delin- 
quency are  well  known.  You  are  to  be  con- 
gratulated on  the  efforts  which  your  various 
local  clubs  have  directed  toward  affording 
recreation  for  our  children,  safety  programs 
for  their  protection,  and  the  promotion  of 
civic  pride  and  civic  cooperation,  as  well  as 
ethical  standards  in  our  day-to-day  eco- 
nomic relations.  I  sincerely  congratulate 
each  of  you  on  the  work  you  are  doing  and 
the  service  you  are  rendering. 

***** 

Prom  among  the  variety  of  possible  sub- 
jects, I  believe  the  one  of  most  current  and 
widespread  interest  in  the  House  of  Repre- 
sentatives is  the  action  which  is  being  taken 
on  the  social  security  bill  and,  more  spe- 
cifically, on  the  Senate  amendments  concern- 
ing hospital  care  for  the  aged  which  were 
added  to  that  bill.  Our  House-Senate  con- 
ference committee  is  about  to  conclude  its 
work  and  the  issue  will  be  before  the  House 
of  Representatives,  whether  or  not  the  con- 
ferees bring  back  a  provision  on  hospital 
care. 

First,  I  would  like  to  mention,  quite 
briefly,  the  principal  content  of  the  House 
bill  and  the  Senate  amendments  which  were 
added  to  it.  Second,  I  want  to  discuss  cer- 
tain substantive  aspects  of  the  issue  of  med- 
ical care  for  the  aged  under  the  social  secu- 
rity program. 

However,  before  going  to  the  merits  of  this 
subject,  I  must  point  out  that  in  reading  the 
daily  newspapers  you  undoubtedly  have 
been  given  the  impression  that  I  have  a  tre- 
mendous amount  of  power  over  the  sched- 
uling and  flow  of  legislation  in  the  House  of 
Representatives,  since  many  of  the  news- 
papers have  widely  reported  that,  single- 
handedly,  I  have  for  6  or  7  years  prevented 
this  legislation  from  being  considered  by  the 
other  434  Members  of  the  House.  The  most 
recent  report  in  this  regard  is  that  I  am  not 
going  to  permit  the  Senate  amendment  to 
be  voted  on  by  the  House.  The  story  varies, 
you  see,  depending  upon  where  the  proposal 
is  at  any  given  time. 

I  must  confess  that  it  is  flattering  in  one 
sense  of  the  word  to  be  viewed  in  this  light, 
but  I  can  assure  you  that  there  is  no  indi- 
vidual in  the  House  of  Representatives,  in- 
cluding the  Speaker  or  the  majority  leader 
who  can  prevent  the  consideration  of  legisla- 
tion which  a  majority  of  the  Members  of 
the  House  are  determined  to  consider.  In 
fact,  one  of  the  great  strengths  of  the  House 
is  that  under  the  rules  of  the  House,  a  de- 
termined majority  can  always  work  its  will 
and  there  is  no  single  man,  nor  group  of 
men,  in  the  House  that  can  prevent  this. 

It  Just  so  happens  in  this  instance  that 
apparently  a  majority  of  the  Members  of 
the  House  of  Representatives  share  the  deep 
concern  which  I  have  over  using  the  Old- 
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Age,  Survivors  and  Disability  Insurance  Sys- 
tem for  financing  a  medical  or  hospital  care 
program.  This  Is  the  real  reason  why  the 
proponents  of  this  legislation  so  far  have  not 
pursued  their  avenues  of  bringing  It  to  a 
vote  on  the  floor. 

CONTENTS  OF  HOUSE  AND  SENATE  BILLS 

Turning  now  to  the  social  security  bill  as 
it  was  passed  by  the  House  of  Representa- 
tives on  July  29  of  this  year,  It  contained  a 
benefit  increase  for  the  nearly  20  million  so- 
cial security  beneficiaries  of  5  percent  across- 
the-board.  Among  the  provisions  extending 
and  Improving  the  system  were  the  exten- 
sion of  child's  benefits  to  age  22  while  he  is 
In  college;  provision  for  voluntary  retirement 
of  widows  at  age  60  with  an  actuarially  re- 
duced benefit;  provision  of  limited  benefits 
to  some  600,000  aged  beneficiaries  who  are 
age  72  and  over  who  have  had  some  social 
security  coverage  but  not  enough  to  meet 
the  minimum  requirements  of  existing  law; 
and  several  provisions  extending  coverage  of 
the  system  to  persons  presently  not  eligible 
for  such  coverage.  The  bill  as  passed  by 
the  House  contained  no  provision  relating 
to  hospital  insurance  for  the  aged. 

The  bill  as  passed  by  the  Senate  does  con- 
tain such  a  program,  essentially  the  so-called 
King-Anderson  bill,  as  well  as  other  quite  sig- 
nificant changes  which  made  it  an  entirely 
different  measure  from  the  one  which  the 
House  approved  by  388  to  8.  The  House  bill, 
with  a  more  moderate  increase  in  social  se- 
curity taxes  and  with  an  increase  In  the 
wage  base  from  $4,800  to  $5^400,  Is  fully 
financed.  The  Senate  bill  is  Inadequately 
financed  although  it  provided  a  greater  In- 
crease in  social  security  taxes — up  to  an  ulti- 
mate 5.2  percent  each  on  employer  and  em- 
ployee— and  a  greater  increase  in  the  wage 
base,  to  $5,600.  It  is  the  hospital  insur- 
ance amendment  and  the  financing  aspect 
of  this  legislation  which  Is  giving  the  con- 
ference committee  grave  concern. 

I  have  always  maintained  that  at  some 
point  there  is  a  limit  to  the  amount  of  a 
worker's  wages,  or  the  earnings  of  a  self- 
employed  person,  that  can  reasonably  be  ex- 
pected to  finance  the  social  security  system. 
No*,  only  is  this  a  gross  Income  tax,  but  It 
adds  to  the  cost  of  American  goods  and  serv- 
ices and  thus  affects  our  competitive  posi- 
tion. I  do  not  believe  that  the  American 
people  will  support  unlimited  taxation  in 
the  area  of  social  security. 

HOSPITALIZATION  UNDER  THE   SOCIAL  SECURITY 
PROGRAM 

Turning  to  the  hospitalization  Insurance 
amendment,  let  me  first  outline  what  it 
would  do  and  what  It  would  not  do. 

Benefits  would  consist  of  payments  for  the 
following  kinds  of  services: 

1.  Inpatient  hospital  care  for  90  days  per 
benefit  period  subject  to  deductible  of  $10 
per  day  for  the  first  9  days,  but  not  less 
than  $20;  or,  upon  election,  45  days  per 
period  with  no  deductible,  or,  upon  election, 
180  days  with  a  deductible  of  the  lesser  of 
(a)  2V2  times  the  average  per  diem  rate  for 
such  services  throughout  the  Nation  under 
the  program  (until  1968  the  bill  sets  the  per 
diem  rate  at  $37,  thus  the  deductible  initially 
will  be  $92.50)  or  (b)  charges  customarily 
made  for  such  services  by  the  hospital  which 
furnished  them.  There  may  be  only  one  elec- 
tion under  this  provision  and  it  Is  Irrevo- 
cable. The  election  must  be  made  during  the 
first  2  months. 

2.  Skilled  nursing  facility  services  up  to 
60  days  in  a  benefit  period  after  transfer 
from  a  hospital  In  an  institution  which  Is 
affiliated  or  under  common  control  with  a 
hospital. 

3.  So-called  home  health  services  up  to  240 
visits  a  year. 

4.  Outpatient  diagnostic  services — no 
durational  limit  but  subject  to  a  $20  de- 
ductible per  30-day  period. 


Note  carefully  that  the  bill  Is  concerned 
primarily  with  services  in  a  hospital.  Con- 
trary to  widespread  assumptions  on  the  part 
of  many  elderly  people,  the  bill  does  not 
cover  such  Items  as  doctors'  visits  to  the 
home,  visits  to  doctors'  offices,  surgical  serv- 
ices, drugs  which  many  elderly  people  re- 
quire, private  nursing  services  or  any  nurs- 
ing home  services  except  where  the  patient 
has  come  out  of  a  .hospital  and  goes  Into  a 
hospital-affiliated  nursing  home.  This  elim- 
nates  about  97  percent  of  the  nursing 
homes. 

Judging  by  my  mail,  there  are  many  thou- 
sands of  elderly  persons  in  this  country  who 
believe  that  this  so-called  medicare  pro- 
gram will  take  care  of  all  of  their  hospital 
and  medical  requirements.  This  simply  is 
not  true.  Unfortunately,  "medicare  under 
social  security"  has  become  an  all-embracing 
slogan  which  In  my  opinion  has  not  ad- 
vanced the  cause  of  those  who  need  it. 

I  have  always  strongly  supported  a  soundly 
conceived  and  soundly  financed  social  se- 
curity program  as  a  bulwark  against  loss  of 
earnings  when  a  worker  becomes  disabled, 
retires  or  dies.  One  has  but  to  look  to  the 
legislation  to  strengthen  and  improve  the 
system,  which  has  been  enacted  over  the 
past  decade  and  which  bears  my  name,  to 
witness  the  evidence  of  my  sincere  belief  in 
this  program. 

However,  I  have  also  considered  that  the 
first  responsibility  of  the  Committee  on  Ways 
and  Means  and,  indeed,  the  entire  Congress, 
to  this  system  of  social  Insurance  is  to  see  to 
it  that  it  is  maintained  on  a  sound  financial 
basis. 

I  can  assure  you  that  year  after  year  we 
have  been  confronted  with  pressures  to  lib- 
eralize the  system  in  first  one  way  or  another. 
The  liberalizations  which  we  have  made  have 
always  been  accompanied  by  sufficient 
financing  to  keep  the  system  on  a  sound 
actuarial  basis. 

In  other  words,  we  can  accept  only  those 
reasonable  changes  which  we  know  will  not 
threaten  to  bring  down  the  system  as  a 
whole.  I  will  continue  to  strongly  resist  any 
proposal  which  might,  in  my  opinion,  do 
serious  or  lasting  damage  to  the  basic  pur- 
pose of  the  OASDI  system  on  which  so  many 
millions  of  our  citizens  rely. 

I  have  not  approached  the  subject  of 
health  care  with  a  closed  mind;  indeed,  I 
believe  I  have  spent  as  many  hours  as  any 
man  seeking  solutions  to  the  obvious  prob- 
lems which  face  our  older  citizens.  And 
there  are  problems,  I  assure  you,  In  this 
field. 

Beginning  in  1957,  when  the  original 
Forand  bill  was  first  introduced,  there  has 
not  been  a  Congress  in  which  the  Committee 
on  Ways  and  Means  did  not  look  carefully, 
conscientiously  and  sincerely  into  this  issue. 
And  we  have  reported  and  passed  a  great 
deal  of  legislation  to  assist  our  older  citizens 
who  cannot  afford  the  care  they  need.  But 
from  this  review  and  exploration  have  arisen 
the  grave  doubts  which  I  have  expressed  as 
to  what  would  happen  to  the  system  as  a 
whole  if  we  embark  upon  this  new  venture. 

EVERY  COST  ESTIMATE  SO  FAR  BY  HEW  HAS  BEEN 
TOO  LOW 

The  experience  which  the  Committee  on 
Ways  and  Means  has  had  scrutinizing  this 
problem  has  shown  that  every  estimate  made 
thus  far  by  the  Department  of  HEW  as  to 
the  cost  of  this  proposal  has  been  unrealis- 
tically  low.  And  bear  In  mind,  we  are  dealing 
In  billions,  and  with  a  course  of  action  into 
the  indefinite  future. 

Let  me  be  specific.  The  original  Forand 
bill  Introduced  in  1957  provided  more  bene- 
fits than  the  current  King-Anderson  pro- 
posal. In  the  relatively  short  span  of  about 
7  years,  the  Department  of  HEW  now  con- 
cedes that  the  cost  of  the  original  Forand 
bill  was  unrealistically  low  and  that,  in  fact. 


It  has  almost  doubled  based  upon  the  esti- 
mates they  are  now  making. 

Again,  In  1960,  the  proposal  was  reintro- 
duced, with  smaller  benefits.  The  Com- 
mittee on  Ways  and  Means  spent  approxi- 
mately 3  months  on  the  subject  of  medical 
care,  Including  this  bill,  and  concluded  at 
that  time  that  the  proposal  was  still  greatly 
underfinanced.  When  we  had  our  hearings 
this  year  on  the  current  proposal,  again,  in- 
terrogation substantiated  the  fact  from  the 
officials  of  HEW  that  the  bill  of  1960  would 
now  be  at  least  one-third  underfinanced. 
This  is  only  approximately  4  years  ago. 

In  1963,  when  the  King-Anderson  bill,  the 
name  of  the  current  proposal,  was  intro- 
duced, it  called  for  a  tax  increase  of  .25  per- 
cent each  on  employer  and  employee  with 
a  wage  base  increase  to  $5,000.  However,  by 
the  time  we  conducted  hearings  on  this  pro- 
posal In  1964,  only  1  year  later,  the  Depart- 
ment had  already  readjusted,  on  its  own, 
its  estimate  of  the  cost,  and  it  then  stated 
that  the  wage  base  would  have  to  be  $5,200, 
thus  conceding  that  the  estimate  made  in 
1963  had  already,  in  1  short  year,  been 
outdated. 

Thus,  even  though  the  proposal  with 
which  we  are  now  dealing  does  not  have  the 
broad  range  of  benefits  which  were  included 
in  the  original  Forand  proposal — for  ex- 
ample, there  are  no  surgical  benefits  what- 
soever in  the  current  proposal,  under  the 
prodding  of  the  Committee  on  Ways  and 
Means  the  cost  estimates  have  been  moved 
upward.  But  this  is  not  by  any  means  the 
full  story. 

OPPOSITE    EFFECT    OF    ASSUMPTIONS    IN  CASH 
PROGRAM    COMPARED    TO    SERVICE  PROGRAM 

The  central  fact  which  must  be  faced  on 
a  proposal  to  provide  a  form  of  service  bene- 
fit— as  contrasted  to  a  cash  benefit — is  that  it 
Is  very  difficult  to  accurately  estimate  the 
cost.  These  difflcult-to-predlct  future  costs, 
when  such  a  program  is  part  of  the  social 
security  program,  could  well  have  highly 
dangerous  ramifications  on  the  cash  bene- 
fits portion  of  the  social  security  system. 
The  American  people  must  be  assured  of  the 
continued  soundness  of  the  OASDI  program. 

The  basis  of  this  assurance  Is  the  conser- 
vative nature  of  the  assumptions  upon  which 
the  OASDI  system  Is  based.  One  of  these 
is  the  so-called  level  earnings  assumption 
whereby  the  condition  of  the  system  is  meas- 
ured on  the  basis  of  the  most  recent  year 
for  which  payroll  Information  has  "been  re- 
corded. It  is  conservation  In  that  It  does  not 
anticipate  increases  in  earnings  level  even 
though  such  increases  have  been  the  history 
of  the  American  economy  over  the  long  run. 
This  safety  factor  which  Is  built  Into  the 
system  comes  Into  play  because  of  a  benefit 
structure  which  pays  back  less,  proportion- 
ately, to  higher  income  people  than  to  those 
whose  average  wages  are  lower.  Thus,  If 
future  earnings  increase,  as  they  are  very 
likely  to  do,  this  savings  results  because  more 
people  will  have  their  benefit  computed  in 
the  less  weighted  part  of  the  benefit  formula. 

Under  these  circumstances.  Congress  can, 
and  has  many  times  in  the  past,  been  able  to 
adjust  cash  benefits  upward.  On  the  other 
hand,  there  have  been  some  instances  where 
we  have  been  faced  with  underestimates  of 
costs  and  these  savings  have  had  to  be  used 
to  make  the  system  whole. 

But  I  now  come  to  a  very  important  point: 
This  same  assumption,  which  is  conservative 
and  safe  for  cash  benefits,  has  just  the  oppo- 
site effect  when  applied  to  a  noncash  benefit 
such  as  hospitalization,  which  will  become 
more  costly  rather  than  less  costly  when 
earnings  rise.  In  questioning  the  Chief 
Actuary  of  the  Social  Security  Administra- 
tion In  our  hearings  on  the  King-Anderson 
bill  this  February  on  the  official  estimates  of 
the  Department  of  Health,  Education,  and 
Welfare,  I  brought  out  the  previously  unpub- 
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liclzed  fact  that  the  actuarial  soundness  of 
the  hospital  proposal  was  wholly  contingent 
on  keeping  the  wage  base — the  maximum 
taxable  earnings  in  a  year — updated.  In 
practical  terms,  this  meant  that  if  the  hos- 
pital insurance  system  which  would  be  cre- 
ated by  the  bill  was  to  remain  sound,  the 
taxable  wage  base  would  have  to  be  in- 
creased at  least  $150  each  year.  Clearly,  this 
would  be  a  case  of  the  tail  wagging  the  dog. 
The  Congress  would  be  left  completely  ham- 
strung, with  only  two  alternatives:  (1)  A 
total  program  which  we  would  know  was 
actuarially  unsound,  or  (2)  a  commitment 
into  the  indefinite  future  to  a  steady  but 
wholly  uncontrolled  increase,  due  to  the  hos- 
pital part  of  the  program,  in  the  amount  of 
wages  taxed  for  social  security  purposes. 
Clearly,  we  could  not  conscientiously  be  a 
party  to  such  an  abrogation  of  congressional 
responsibility. 

RATE  OP  INCREASE  IN  HOSPITAL  COSTS 

But  this  is  not  the  end  of  the  story.  In- 
terrogation also  developed  the  fact  that  an- 
other part  of  the  financing  foundation 
rested  on  shifting  sand.  This  was  the  con- 
trary-to-fact assumption  that  after  1961  hos- 
pital costs  would  not  increase  any  faster 
than  earnings.  The  facts  are  that  the  aver- 
age rates  from  1955  through  1963  show  that 
the  average  earnings  in  covered  employment 
have  increased  4  percent  per  year  whereas 
the  average  daily  hospitalization  costs  have 
increased  6.7  percent  per  year.  We  have 
nothing  to  assure  us  that  the  rate  of  in- 
crease in  hospitalization  costs  will  not  con- 
tinue for  the  next  10  years  at  the  same  or 
even  greater  rate  as  it  has  for  the  past  10 
years. 

Between  the  time  when  the  matter  was 
considered  by  the  Ways  and  Means  Commit- 
tee in  July  of  this  year  and  the  time  when 
it  was  considered  in  the  Senate,  a  new  idea 
Was  developed  to  make  this  problem  disap- 
pear. It  is  called  cost  sharing.  The  idea  is 
clever  and  theoretically  it  has  the  veneer  of 
actuarial  soundness.  Although  it  is  compli- 
cated in  language,  it  is  based  on  the  simple 
concept  that  any  increases  in  hospital  costs 
after  1968  would  be  borne  by  the  benefici- 
aries rather  than  the  future  social  security 
taxpayers. 

In  a  way,  we  are  indebted  to  the  designers 
of  this  device  because  it  really  shows  what 
the  impact  of  increasing  costs  would  do  to 
the  OASDI  system.  If  hospital  costs  rise 
as  they  have  in  the  past  10  years,  and  the 
wage  base  remains  at  $5,600  as  under  the 
Senate  bill,  we  find  suddenly  in  1969  hos- 
pital beneficiaries  will  be  informed  by  the 
Social  Security  Administration  that  they 
have  to  pay  at  least  $8  a  day  for  their  pre- 
paid hospitalization  and  possibly  more. 

Now,  I  do  not  have  to  tell  those  of  you 
here  that  the  pressures  would  be  so  terrific 
on  the  Congress  by  the  time  this  so-called 
cost-sharing  plan  was  to  become  effective 
that  there  undoubtedly  would  be  no  alter- 
native but  for  the  Congress  to  eliminate 
what  would  be  called  this  "outrageous  de- 
ductible." The  same  thing  happened  In 
Great  Britain  with  respect  to  the  imposition 
of  a  relatively  minor  deductible  on  prescrip- 
tion drugs.  Congress  would  be  right  back 
where  it  is  today  looking  for  further 
financing. 

We  might  be  wise  if,  in  this  context,  we 
consider  seriously  a  recent  statement  of 
Labor  Minister  Gilbert  Granval  who  is  re- 
sponsible for  France's  social  security  system. 
He  said  in  a  report  to  President  Charles  de 
Gaulle:  "The  financial  breaking  point  is 
near.  The  solution  cannot  be  found  in  the 
framework  of  the  present  system."  He  is 
quoted  as  saying  that  the  chief  drain  on  the 
French  social  security  system  has  not  been 
the  retirement  and  other  benefits  but  the 
health  insurance  system. 

ASSUMPTION   OP  UNFUNDED  LIABILITY 

There  is  much  that  needs  to  be  said  about 
this  subject  to  put  it  into  context.    It  is 


not  possible  for  me  to  cover  the  subject  to- 
day. However,  on  the  question  of  financing, 
a  further  very  serious  problem  is  the  effect 
which  the  assumption  of  the  liability  for 
the  hospital  costs  for  all  of  the  currently 
retired  persons  will  have  on  the  social  secu- 
rity program  as  a  whole.  I  do  not  believe 
that  it  is  generally  understood  that  this  un- 
funded liability  would  amount  to  at  least 
$33  billion.  It  must  be  realized  that  the 
currently  retired  individuals  under  the  so- 
cial security  program  have  not  paid  any 
taxes  as  such  for  hospital  insurance  bene- 
fits. This  is  where  the  prepayment  argu- 
ment when  applied  to  the  King-Anderson 
proposal  completely  breaks  down. 

MUST  WORK  FOR  SOUND  SOLUTION 

I  want  to  make  it  clear  that  I  have  always 
thought  there  was  great  appeal  in  the  argu- 
ment that  wage  earners,  during  their  work- 
ing lifetime,  should  make  payments  into  a 
fund  to  guard  against  the  risk  of  financial 
disaster  due  to  heavy  medical  costs.  There 
is  no  question  but  that  this  is  a  very  per- 
suasive proposition. 

There  also  can  be  no  question  but  that 
the  facts  which  have  been  brought  to  light 
in  our  intensive  study  of  the  situation  over 
the  past  several  years,  in  addition  to  sow- 
ing the  problems  which  would  result  from 
attaching  a  service  benefit  by  the  way  of  a 
hospital  or  medical  care  program  to  the  social 
security  insurance  system,  also  just  as 
clearly  demonstrate  that  there  are  problems 
for  the  elderly  in  the  area  of  hospital  and 
medical  care  costs  that  are  becoming  more 
intense  as  time  goes  on.  The  facts  which 
we  have  discovered  point  up  the  constantly 
rising  hospital  costs  and  the  constantly 
rising  costs  of  other  elements  of  total  medi- 
cal care  for  the  aged. 

I  am  acutely  aware  of  the  fact  that  there 
is  a  problem  here  which  must  be  met.  In 
1960  when  the  Committee  on  Ways  and 
Means  spent  considerable  time  in  exploring 
possibilities,  and  evolved  the  legislation 
which  bears  my  name,  we  all  recognized 
that  the  course  of  events  would  have  to 
demonstrate  to  us  what,  if  any,  further  ac- 
tions would  be  necessary. 

The  many  problems  which  have  so  force- 
fully been  brought  to  our  attention  through 
our  deep  and  intense  study  of  this  matter 
quite  obviously  cannot  and  will  not  be 
ignored.  I  think  one  of  the  difficulties  that 
has  actually  impeded  the  reaching  of  a 
sound  solution  is  the  insistence  by  the  pro- 
ponents of  medical  care  on  proceeding  to- 
ward a  solution  through  the  existing  OASDI 
system  rather  than  in  an  all-out  effort  to 
solve  the  problem  itself  with  some  flexibility 
in  their  approach.  In  other  words,  there 
may  well  be  within  our  reach  solutions  to 
the  admittedly  difficult  and  increasing  prob- 
lems of  medical  care  for  the  aged  which  lie 
outside  of  attaching  a  Federal  program  to 
the  framework  of  the  OASDI  insurance  sys- 
tem. I  suggest  that  we  move  forward  a 
solution  with  less  emphasis  on  the  method 
of  the  solution;  let  us  look  through  and 
behind  slogans  of  the  proponents  and  op- 
ponents with  less  emphasis  on  the  Madison 
Avenue  approach. 

I  for  one  will  continue  to  view  this  prob- 
lem with  an  open  mind  and  will  continue 
my  efforts  to  work  for  the  best  interests  of 
our  elderly  citizens  and  to  help  them  enjoy 
the  later  years  of  their  lives  without  the 
nagging  fears  which  so  many  of  them  now 
face  due  to  the  possibility  of  disastrous  medi- 
cal bills.  I  would  be  hopeful  that  the  basic 
prepayment  concept  might  lead  us  in  the 
direction  of  sound  approaches  to  this  mat- 
ter. There  are  other  principles  which  we 
can  embody  to  insure  a  sound  medical  pro- 
gram while  at  the  same  time  preserving  our 
basic  social  security  insurance  system. 

I  appreciate  the  opportunity  of  having 
visited  with  you  to  review  my  thoughts  on 
one  of  the  more  significant  legislative  sub- 
jects of  today. 
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SUMMARY  OF  MAJOR  PROVISIONS  OF  THE  BILL 


(All  provisions  are  in  H.R.  11865  unless  otherwise  indicated) 

/.  Five  percent  across-the-board  increase  in  insurance  benefit  payments 

The  bill  would  increase  the  insurance  benefit  payments  under  present  law 
by  5  percent  for  all  persons  now  on  the  benefit  rolls  and  for  all  future  bene- 
ficiaries. 

Number  of  beneficiaries  and  effective  date. — The  increase  would  be  effective 
for  the  20  million  beneficiaries  on  the  rolls  in  their  benefit  payments  which  are 
due  for  the  second  calendar  month  following  the  date  of  enactment. 

For  the  first  full  year,  1965,  it  is  estimated  that  $925  million  in  additional 
benefit  amounts  would  be  paid  as  a  result  of  this  increase. 

Workers,  dependents,  and  survivors  benefits. — Monthly  payments  for 
workers  who  have  retired  at  age  65  would  range  from  $42  to  $133.40  for  primary 
beneficiaries  as  compared  with  $40  to  $127  under  present  law.  Maximum 
primary  benefits  would  range  up  to  $143.40  for  people  who  retire  in  the  future 
as  the  increase  in  the  earnings  base,  also  contained  in  the  bill,  makes  possible 
the  counting  of  up  to  $5,400  (now  $4,800)  of  annual  earnings  toward  benefits 
along  with  the  5-percent  increase  in  payments.  Survivors  and  dependents 
benefits  would  also  be  proportionately  increased. 

Family  maximum. — Under  present  law,  the  ceiling  on  the  total  amount  of 
family  benefits  payable  on  a  worker's  earnings  record  ranges  from  $60  to  $254 
a  month,  depending  on  the  worker's  average  monthly  earnings.  The  bill 
raises  the  minimum  amount  of  monthly  benefits  for  a  family  to  $63  and  the 
maximum  would  be  $281.20  at  the  $400  average  monthly  earnings  level,  which 
is  the  highest  possible  under  the  present  $4,800  earnings  base.  In  the  future, 
maximum  family  benefit  amounts  up  to  $300  would  be  payable  as  the  $5,400 
earnings  base  which  the  bill  provides  becomes  effective  and  average  monthly 
earnings  rise  above  $400. 

(See  p.  19.) 

II.  Payment  of  benefits  to  certain  aged  persons 

The  bill  would  provide  limited  benefits  for  certain  aged  individuals  (now 
in  their  seventies  or  older)  who  have  some  social  security  coverage  but  not 
enough  to  meet  the  minimum  required  by  existing  law. 

A.  special  provision  would  liberalize  the  eligibility  requirements  so  that  some 
aged  people  who  do  not  meet  the  minimum  work  requirements  in  present 
law  of  six  quarters  could  qualify  for  benefits  on  the  basis  of  as  few  as  three  quar- 
ters of  coverage.  Upon  attaining  age  72  or  older,  a  worker  or  widow  who 
qualifies  under  these  provisions  would  get  a  monthly  benefit  of  $35;  a  wife 
who  qualifies  would  get  a  benefit  of  $17.50. 

Persons  affected,  benefits,  and  effective  date. — These  provisions  would  become 
effective  for  the  second  month  after  the  month  of  enactment.^  It  is  estimated 
that  600,000  individuals  will  be  added  to  the  social  security  benefit  rolls  by  this 
provision,  with  such  benefits  totaling  about  $250  million  in  1965. 

Men  and  women  workers. — A  new  concept  of  "transitional  insured"  status 
under  the  bill  would  provide  that  the  oldest  workers  will  receive  benefits 
with  as  little  as  three  quarters  of  coverage.  For  those  workers  who  are  not 
quite  so  old,  the  quarters  of  coverage  requirement  would  increase  until  the 
requirement  merges  with  the  present  minimum  requirement  of  six  quarters. 

The  following  table  illustrates  the  operation  of  the  "transitional  insured" 
status  provision  for  workers: 

(1) 
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Transitional  insured  status  requirements  for  worker's  benefits 


Men 

Women 

Quarters  of 

Quarters  of 

Age  (in  1965) 

coverage 

Age  (in  1965) 

coverage 

required 

required 

76  or  over  

75   _ 

74  

73  or  younger  

3   

4   

5_.  

6  or  more  

73  or  over  

72  

71   

70  or  younger  

3. 
4. 
5. 

6  or  more. 

To  be  eligible  for  benefits  an  individual  must  both  (1)  meet  the  above  age 
and  coverage  requirements,  and  (2)  have  attained  age  72. 

A  wife's  benefit  would  be  payable  at  age  72  to  the  wife  of  a  worker  who 
qualified  for  benefits  under  the  transitional  provisions  if  she  attains  age  72 
before  1968. 

Widows. — Any  widow  who  is  age  72  or  over  in  1965,  if  her  husband  died 
or  reached  age  65  in  1954  or  earlier,  can  get  a  widow's  benefit  if  her  husband 
had  three  quarters  of  coverage.  Present  law  requires  six  quarters.  If  the 
husband  died  or  reached  65  in  1955,  the  requirement  is  four  quarters.  If  he 
died  or  reached  65  in  1956,  the  requirement  would  be  five  quarters.  If  he 
died  or  reached  65  in  1957  or  later,  the  minimum  requirement  would  be  six 
quarters,  the  same  as  present  law. 

For  widows  reaching  age  72  in  1966  and  1967,  there  is  a  grading-in  of 
coverage  requirement  of  four  or  five  quarters  of  coverage,  respectively.  Widows 
reaching  age  72  in  1968  or  after  would  be  subject  to  the  requirements  of  existing 
law  of  six  or  more  quarters  of  coverage. 

The  table  below  sets  forth  the  requirements  as  to  widows: 


Transitional  insured  status  requirements  for  widow's  benefits 


Year  of  husband's  death 
(or  attainment  of  age  65, 
if  earlier) 

Present 
quarters 
required 

Proposed  quarters  required  for  widow 
attaining  age  72  in — 

1955  or  before 

1966 

1967 

1954  or  before  

1955  

6   

6  

5. 
5. 
5. 

6  or  more. 

1956..  

1957  or  after  

6   

6  or  more  

6  or  more  

6  or  more  

(See  pp.  20-21.) 

III.  Payment  of  child's  insurance  benefits  to  children  attending  school  or  college 
after  attainment  oj  age  18  and  up  to  age  22 

The  bill  would  provide  for  the  payment  of  child's  insurance  benefits  until  the 
child  reaches  age  22,  provided  the  child  is  attending  public  or  accredited  schools, 
including  a  vocational  school,  or  a  college,  as  a  full-time  student  after  he  reaches 
age  18.  Children  of  deceased,  retired,  or  disabled  workers  would  be  included. 
No  mother's  or  wife's  benefits  would  be  payable  on  the  basis  of  a  child  who  has 
attained  age  18  but  is  in  school. 

This  provision  will  be  effective  for  the  month  following  the  month  of  enact- 
ment.   It  is  estimated  that  275,000  children  would  benefit  in  the  total  amount 
of  $175  million  under  this  provision  in  1965. 
(See  pp.  16-17.) 
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IV.  Benefits  for  widows  at  age  60 

The  bill  would  provide  the  option  to  widows  of  receiving  benefits  beginning 
at  age  60  with  the  benefits  payable  to  those  who  claim  them  before  age  62 
actuarially  reduced  to  take  account  of  the  longer  period  over  which  they  will 
be  paid.  Under  present  law  full  widow's  benefits  and  actuarially  reduced 
workers'  and  wives'  benefits  are  payable  at  age  62. 

This  provision  would  be  effective  for  months  after  the  month  of  enactment. 
In  the  first  full  year,  1965,  it  is  estimated  that  180,000  widows  will  take  advan- 
tage of  this  provision  and  receive  $150  million  in  benefits. 

(See  p.  16.) 

V.  Fully  retroactive  applications  for  disability 

The  bill  provides  that,  for  purposes  of  disability  cash  benefits  and  the  dis- 
ability "freeze,"  a  period  of  disability  shall  commence  at  the  time  of  actual 
disability  regardless  of  when  the  worker  files  his  application.  Under  existing 
law,  in  case  of  applications  filed  after  June  30,  1962,  the  period  of  disability 
may  begin  no  more  than  18  months  before  filing.  It  is  estimated  that  some 
50,000  people  will  receive  benefits  or  greater  benefits  because  of  this  provision. 
No  new  benefits  or  increased  benefits  will  be  paid  under  this  provision  for  any 
month  12  months  before  enactment  date  or  a  date  of  application.    (H.R.  9393.) 

(See  p.  15.) 

VI.  Coverage  extensions  and  improvements 

Physicians  and  interns. — The  bill  would  provide  for  the  coverage  of  physi- 
cians who  are  self-employed  and  for  interns. 

Self-employed  physicians  would  be  covered  for  taxable  years  ending  after 
December  31,  1964.    Interns  would  be  covered  beginning  on  January  1,  1965. 

About  170,000  doctors  and  interns  would  be  covered  by  this  provision. 

Ministers. — The  bill  would  extend,  generally  through  April  15,  1965,  the 
time  within  which  present  ministers  (including  Christian  Science  practitioners) 
can  elect  coverage.  The  cutoff  date  under  existing  law  was  generally  April  15, 
1962.    (H.R.  9393.) 

Cash  tips. — The  bill  would  include  in  the  definition  of  "wages"  for  social 
security  purposes  cash  tips  received  by  an  employee  in  the  course  of  his  em- 
ployment, whether  received  directly  from  customers  of  his  employer  or  through 
his  employer.  The  employee  would  be  required  to  report  to  his  employer  in 
writing  the  amount  of  tips  received  and  the  employer  would  report  the  em- 
ployee's tips  along  with  the  employee's  regular  wages.  Tips  received  by  an 
employee  which  do  not  amount  to  a  total  of  $20  a  month  in  connection  with 
his  work  for  any  one  employer  would  not  be  covered  and  would  not  be  reported. 

The  employer  would  be  responsible  for  collecting  the  employee's  share  of  the 
social  security  taxes  on  tips,  paying  his  (the  employer's)  share  of  the  tax. 
He  would  include  tips  with  his  report  of  wages  only  if  the  employee  reported 
tips  to  him  in  writing  within  10  days  after  the  end  of  the  month  in  which  the 
tips  were  received,  and  then  only  to  the  extent  that  he  had  available  unpaid 
cash  wages  of  the  employee,  or  funds  the  employee  turned  over  to  him  for  that 
purpose,  that  were  sufficient  to  cover  the  employee's  share  of  the  tax. 

The  employer  would  have  no  liability  with  respect  to  tips  which  were  not 
reported  to  him  within  the  time  specified  (or  with  respect  to  which  he  could  not 
collect  the  employee  tax  by  withholding  from  unpaid  wages  or  funds  turned 
over  by  the  employee).  The  employee  would  be  liable  for  the  employee  tax 
which  should  have  been  paid  and,  unless  he  could  show  reasonable  cause  for 
failure  to  report  to  the  employer,  an  additional  amount  equal  to  such  tax. 

The  coverage  would  be  effective  with  respect  to  tips  received  after  1964. 

Employees  of  States  and  localities.- — 

(1)  Policemen  and  firemen:  The  general  exclusion  in  existing  law  relating  to 
the  coverage  of  policemen  and  firemen  in  retirement  systems  would  be  removed. 
Coverage  could  thus  be  made  available  in  all  States  in  the  same  way  that  it  is 
made  available  in  19  States  which  are  specifically  listed  in  present  law.  How- 
ever, a  new  provision  would  be  added  to  the  law  so  that  policemen  and  firemen 
could  not  be  brought  under  coverage  as  a  part  of  a  group  which  included  persons 
in  positions  other  than  policemen  and  firemen  positions. 
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(2)  Division  of  retirement  systems:  Alaska  and  Kentucky  would  be  added 
to  the  list  of  17  States  which  may  cover  State  and  local  government  employees 
under  the  divided  retirement  system  provision.  This  provision  allows  existing 
members  to  elect  coverage,  but  future  members  are  covered  compulsorily. 

(3)  Extension  of  time  for  election  of  coverage:  Another  opportunity  would 
be  provided,  through  1965,  for  the  election  of  coverage  by  people  who  originally 
did  not  choose  coverage  under  the  divided  retirement  system  provision. 

(4)  Certain  hospital  employees:  Coverage  would  be  extended  to  certain 
hospital  employees  in  California  whose  positions  were  removed  from  a  State 
or  local  government  retirement  system. 

(5)  Oklahoma  engineering  aids:  The  bill  validates  certain  earnings  of 
local  conservation  district  employees  erroneously  reported  as  State  employees 
under  the  coverage  agreement  between  Oklahoma  and  the  Secretary  of  HEW 
(H.K.  9393). 

Computation  of  self-employment  income  from  agriculture. — The  maximum 
amount  of  gross  farm  income  which  farmers  have  the  option  of  using  in  comput- 
ing covered  farm  self-employment  income  would  be  increased. 

Under  the  provision,  persons  with  agricultural  self-employment  would  have 
the  following  option  in  reporting  their  earnings:  (a)  if  annual  gross  income 
from  agricultural  self-employment  is  not  over  $2,400,  either  actual  net  earnings 
or  66%  percent  of  gross  income  may  be  reported;  (b)  if  gross  income  from  agri- 
cultural self-employment  is  over  $2,400  and  actual  net  earnings  are  less  than 
$1,600,  either  actual  net  earnings  or  $1,600  may  be  reported;  and  (c)  if  gross 
earnings  are  more  than  $2,400  and  net  earnings  are  more  than  $1,600,  the 
actual  net  earnings  must  be  reported.  Under  existing  law  the  $2,400  and 
$1,600  figures  are  $1,800  and  $1,200,  respectively. 

This  amendment  would  be  effective  with  respect  to  taxable  years  ending 
after  December  31,  1964. 

(See  pp.  6-13.) 

VII'.  Automatic  recomputation  of  benefits 

The  retirement  benefits  of  people  on  the  rolls  would  be  recomputed  auto- 
matically each  year  to  take  account  of  any  covered  earnings  that  the  worker 
might  have  had  in  the  previous  year  that  would  increase  his  benefit  amount. 
Under  existing  law  there  are  various  application  requirements,  including 
filing  of  an  application  and  earnings  of  over  $1,200  a  year  after  entitlement. 

(See  p.  18.) 

VIII.  Financing  provisions 

Increase  in  the  earnings  base. — The  earnings  base  which  establishes  the 
amount  of  annual  earnings  for  benefit  and  tax  purposes  would  be  increased 
so  that  earnings  up  to  $5,400  would  be  taxed  and  credited  beginning  with 
1965.    The  annual  base  is  $4,800  under  present  law. 
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Revision  of  the  tax  schedules. — Under  the  bill,  the  schedule  of  social  security 
contribution  rates  would  be  modified  as  follows: 


lln  percent] 


Year 

Contribution  rates 

Employer  and  employee, 
each 

Self-employed 

Present  law 

H.R.  11865 

Present  law 

H.R.  11865 

1965  

3.  625 

3.  8 

5.  4 

5.  7 

1966-67  

4.  125 

4.  0 

6.  2 

6.  0 

1968-70  

4.  625 

4.  5 

6.  9 

6.  8 

1971  

4.  625 

4.  8 

6.  9 

7.  2 

Reallocation  of  contribution  income  between  the  trust  funds. — Under  the  bill, 
an  additional  0.15  percent  of  taxable  wages  and  0.1125  percent  of  taxable  self- 
employment  income  would  be  allocated  to  the  disability  insurance  trust  fund 
bringing  the  total  allocation  to  0.65  and  0.4875  percent,  respectively,  beginning 
in  1965.  A  corresponding  amount  would  be  deducted  from  the  allocation  to 
the  old-age  and  survivors  insurance  trust  fund. 
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BRIEF  SUMMARY  OF  MAJOR  DIFFERENCES  BETWEEN  THE  HOUSE 
AND  SENATE  VERSIONS  OF  THE  SOCIAL  SECURITY  AMENDMENTS 
OF  1964 

Senate  deletion  of  House  provisions 

1.  The  5-percent  across-the-board  increase  ($5,400  wage  base)  was  dropped 
and  a  $7  a  month  increase  ($5,600  wage  base)  for  primary  beneficiaries  was 
substituted,  with  proportionate  increases  for  other  beneficiaries.    (See  p.  10.) 

2.  Coverage  of  doctors  of  medicine.    (See  p.  3.) 

3.  Coverage  of  cash  tips.    (See  p.  4.) 

4.  Elimination  of  general  prohibition  against  coverage  of  policemen  and 
firemen.    (See  p.  5.) 

5.  Prohibition  of  automatic  railroad  retirement  tax  increase  because  of 
social  security  tax  increase.    (See  p.  13.) 

Senate  additions  to  the  bill 

Social  Security 

1.  King-Anderson-type  medical  care  for  the  aged  plan  with  only  substantial 
differences  being  the  60  days  of  nursing  home  care  (instead  of  180)  and  a  cost- 
sharing  device  which  will  increase  or  impose  a  deductible  in  1969,  or  after,  if 
hospital  costs  rise  without  corresponding  wage  base  increase.  Hospital  services, 
outpatient  diagnostic,  and  home  health  services  effective  beginning  July  1,  1965, 
with  skilled  nursing  home  services  beginning  January  1,  1966.  Added  Javits 
complementary  private  health  insurance  plan  modified  so  as  to  remove  exemp- 
tion from  regulation  by  a  State  or  political  subdivision,  Federal  or  State  income 
taxation,  and  State  taxes  on  policies  or  premiums.    (See  p.  21.) 

2.  Modifies  social  security  earned  income  limitation  so  that  first  $1,500  of 
earnings  (now  $1,200)  is  wholly  exempted  and  there  will  be  $1  reduction  in 
benefits  for  $2  in  earnings  on  the  next  $1,500  (now  $500).    (See  p.  12.) 

3.  Liberalizes  the  disability  insurance  definition  of  blindness  and  reduces 
insured  status  requirement  to  six  quarters  for  those  who  meet  definition.  (See 

4.  Modifies  the  definition  of  "child"  for  benefit  purposes  so  as  to  include  a 
child  who  is  not  a  child  of  the  wage  earner  but  has  lived  with  the  wage  earner 
and  for  whom  the  wage  earner  has  assumed  responsibility  for  support.  (See 
p.  9.) 

5.  Exempts,  for  social  security  coverage  and  tax  purposes,  self-employment 
income  of  members  of  certain  religious  groups  which  are  conscientiously  op- 
posed to  public  or  private  insurance;  have  been  in  existence  for  at  least  6  years; 
and  make  provision  for  the  needs  of  their  members.    (See  p.  3.) 

6.  Extends,  where  good  cause  exists,  the  period  for  filing  proof  of  support 
for  dependent  husbands,  widowers,  and  parent's  benefits  and  lump  sum  death 
payments.    (See  p.  10.) 

7.  Revises  financing  (see  p.  12)  so  as  to  increase  the  present  wage  base  of 
$4,800  ($5,400  in  House  bill)  to  $5,600,  effective  in  1965,  and  revise  the  tax 
rates  in  the  following  manner: 

[In  percent] 


Calendar  year 

Employee  rate  1 

Self-employed  rate 

House  bill 

Proposal 

House  bill 

Proposal 

1965.—   

3.  8 

4.  25 

5.  7 

6.4 

1966-67    

4.  0 

4.  50 

6.0 

6.8 

1968-70     

4.  5 

5.  00 

6.8 

7.5 

1971  and  after  

4.8 

5.  20 

7.2 

7.8 

1  Same  rate  for  employer. 


(1) 


2 


Veterans'  Benefits 

1 .  Exempts  social  security  benefit  increases  in  the  bill  for  VA  non-service- 
connected  pension  purposes.    (See  p.  13.) 

Railroad  Retirement 

1 .  Provides  that  social  security  benefit  increases  will  be  reflected  in  so-called 
social  security  minimum  guarantee  provision  of  Railroad  Retirement  Act. 
(See  p.  13.) 

2.  Provides  for  the  payment  of  a  railroad  retirement  child's  benefit  as  to 
children  beyond  age  18,  but  less  than  22,  who  are  fulltime  students  in  schools 
or  colleges.  The  language  parallels  provision  in  the  bill  for  the  child's  benefit 
under  the  social  security  system.    (See  p.  13.) 

Public  Assistance 

1.  Revises  matching  formula  for  the  needy  aged,  blind,  and  disabled  (and 
for  combined  program,  title  XVI)  to  provide  a  Federal  share  of  $31  out  of  the 
first  $37  (now  29/35ths  of  the  first  $35)  up  to  a  maximum  of  $75  (now  $70)  per 
month  per  individual  on  an  average  basis.  Revises  matching  formula  for  aid 
to  families  with  dependent  children  so  as  to  provide  a  Federal  share  of  5/6ths  of 
the  first  $18  (now  14/17ths  of  the  first  $17)  up  to  a  maximum  of  $32  (now  $30). 
A  provision  is  included  so  that  States  will  not  receive  additional  Federal  funds 
except  to  the  extent  they  pass  them  on  to  individual  recipients.    (See  p.  14.) 

2.  Removes  exclusion  from  Federal  matching  in  old-age  assistance  and 
medical  assistance  for  the  aged  programs  (and  for  combined  program,  title 
XVI)  as  to  aged  individuals  who  are  patients  in  institutions  for  tuberculosis  or 
mental  diseases,  or  who  have  been  diagnosed  as  having  tuberculosis  or  psychosis 
and,  as  a  result,  are  patients  in  a  medical  institution.  Also  requires  as  condition 
of  Federal  participation  in  such  payments  to,  or  for,  mental  patients  certain 
agreements  and  arrangements  to  assure  that  better  care  results  from  the  addi- 
tional Federal  money.  Provides  that  States  will  receive  no  more  in  Federal 
funds  under  this  provision  than  they  increase  their  expenditures  for  mental 
health  purposes  under  public  health  and  public  welfare  programs.    (See  p.  18.) 

3.  Adds  a  provision  for  protective  payments  to  third  persons  on  behalf 
of  old-age  assistance  recipients  (and  recipients  on  combined  title  XVI  program) 
unable  to  manage  their  money  because  of  physical  or  mental  incapacity. 
(See  p.  20.) 

4.  Increases  earnings  exemption  under  old-age  assistance  programs  (and 
aged  in  combined  program)  so  that  a  State  may,  at  its  option,  exempt  the  first 
$20  (now  $10)  and  one-half  of  the  next  $60  (now  $40)  of  a  recipient's  monthly 
earnings.    (See  p.  18.) 

5.  Modifies  definition  of  medical  assistance  for  the  aged  so  as  to  allow 
Federal  sharing  as  to  old-age  assistance  recipients  for  the  month  they  are 
admitted  to  or  discharged  from  a  medical  institution.    (See  p.  20.) 

6.  Adds  a  provision  allowing  States,  until  July  1966,  to  exclude  an  amount 
approximating  the  increases  in  OASDI  benefits  under  the  bill  from  considera- 
tion as  income  in  determining  'eligibility  under  public  assistance  programs. 
After  July  1966,  exemption  is  mandatory.    (See  p.  18.) 
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HEALTH  CARE  FOR  THE  AGED 

(The  House  bill  contained  no  provision  of  the  following  nature :) 

I.  GENERAL  DESCRIPTION 

Under  social  security  (old-age  and  survivors  insurance)  and  railroad 
retirement  administrative  mechanisms,  provides  (1)  hospital,  nursing  home, 
home  health,  and  outpatient  diagnostic  services  to  persons  65  or  over  eligible 
to  receive  (or  receiving)  social  security  or  railroad  retirement  benefits  financed 
by  an  increase  in  taxes  for  workers  and  employers  under  these  systems;  (2) 
similar  benefits  out  of  Federal  general  revenue  for  certain  uninsured  individuals 
65  or  over. 

In  addition,  provides  for  a  program  of  complementary  health  benefits  for 
the  aged,  providing  medical,  surgical,  and  related  services  through  the  estab- 
lishment of  a  nonprofit  national  association  of  private  insurance  carriers  to 
make  available  to  aged  persons  a  standard  health  insurance  policy  at  reasonable 
cost. 

II.  BENEFITS  FURNISHED  UNDER  SOCIAL  SECURITY  AND  RAILROAD 

RETIREMENT 

A.  Scope  of  Benefits 

Benefits  would  consist  of  payments  to  health  facilities  and  organizations  for 
services  rendered  to  eligible  individuals.  Such  payments  may  be  made  for  the 
following  kinds  of  services : 

(1)  In  patient  hospital  care  for  90  days  per  benefit  period  1  subject  to 
deductible  of  $10  per  day  for  the  first  9  days,  but  not  less  than  $20;  or,  upon 
election,  45  days  per  period  with  no  deductible,  or,  upon  election,  180  days 
with  a  deductible  of  the  lesser  of  (a)  2}i  times  the  average  per  diem  rate  for 
such  services  throughout  the  Nation  under  the  program  (until  1968  the  bill 
sets  the  per  diem  rate  at  $37,  thus  the  deductible  initially  will  be  $92.50)  or 
(6)  charges  customarily  made  for  such  services  by  the  hospital  which  furnished 
them.  There  may  be  only  one  election  under  this  provision  and  it  is  irrevocable. 
The  election  must  be  made  during  the  first  2  months  in  the  3-month  period 
preceding  the  month  in  which  the  individual  has  both  attained  age  65  and  is 
eligible  for  benefits. 

Cost  sharing. — -If  hospital  costs  rise  after  1965,  and  the  earnings  base  is  not 
changed  proportionately,  in  1969  beneficiaries  of  hospitalization  will  be  charged 
a  daily  amount  equal  to  the  differential  between  the  national  average  per  diem 
rate  of  an  estimated  $36  in  1964-65  (increased  proportionately  by  any  change  in 
earnings  base),  and  the  average  per  diem  rate  for  the  2  years  prior  to  1969. 
This  adjustment  process  will  be  followed  every  2  years  thereafter  to  take  into 
account  any  later  hospital  cost  increases. 

(2)  Skilled  nursing  facility  services  up  to  60  days  in  a  benefit  period  after 
transfer  from  a  hospital  in  an  institution  which  is  affiliated  or  under  common 
control  with  a  hospital ; 

(3)  Home  health  services  up  to  240  visits  a  year; 

(4)  Outpatient  diagnostic  services — no  durational  limit  but  subject  to  a 
$20  deductible  per  30-day  period. 

Effective  dates:  Hospital,  home  health,  and  outpatient  diagnostic  services 
would  be  first  available  on  July  1,  1965,  while  nursing  home  benefits  would  not 
be  available  until  the  following  January. 

B.  Eligibility  for  Benefits 

(1)  All  persons  who — 

(a)  are  age  65  or  over;  and 

(6)  Are  eligible  to  receive  (or  receiving)  social  security  or  railroad 
retirement  benefits. 

(2)  All  persons  not  insured  under  social  security  or  railroad  retirement 
who  either — 

(a)  Have  reached  age  65  before  1968;  or 

(b)  Have  reached  age  65  after  1967  if  they  have  three  quarters 
of  coverage  for  each  year  elapsing  after  1964  and  before  the  year  they 
reach  age  65. 


1  A  period  of  consecutive  days  beginning  with  the  first  day  an  individual  is  furnished  with  hospital  or  nursing  home 
services  and  ending  after  he  has  been  out  of  the  hospital  or  nursing  home  for  90  days.  The  90  days  need  not  be  consecutive 
but  must  occur  within  a  period  of  not  more  than  180  consecutive  days. 
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The  operation  of  this  provision  is  illustrated  by  the  following  table: 


Quarters  of  coverage  required  for  OASI  cash  benefits  as  compared  to  hospital  insurance 


Year  attains  age  65 

Men 

Women 

OASI 

Hospital 
insurance 

OASI 

Hospital 
insurance 

1967  

16 

0 

13 

0 

1968  

17 

6 

14 

6 

1969  

18 

9 

15 

9 

1970    

19 

12 

16 

12 

1971  

20 

15 

17 

15 

1972  

21 

18 

18 

(*) 

1973  

22 

21 

1974  

23 

(*) 

*Same  as  OASI. 


Excluded  from  (2)  would  be  nonresidents  or  resident  aliens  with  less  than 
10  years  in  the  United  States,  members  of  certain  subversive  organizations, 
persons  convicted  of  certain  subversive  crimes,  employees  of  the  Federal  Govern- 
ment, and  persons  eligible  for  benefits  under  the  Federal  employee  or  retired 
Federal  employee  health  plans. 

III.  FINANCING 

(1)  In  order  to  finance  benefits  for  social  security  eligibles  there  would  be 
an  increase  in  the  tax  on  employers  and  employees,  the  self-employed,  and 
in  the  earnings  base  as  noted  previously  on  page  12.  An  allocation  of  0.60 
percent  of  taxable  wages  the  first  year  (1965)  and  0.76  percent  of  taxable 
wages  in  subsequent  years  (0.45  and  0.57  percent  of  self-employment  income, 
respectively)  would  be  made  to  a  separate  Federal  Hospital  Insurance  Trust 
Fund  from  which  all  health  benefits  and  administrative  expenses  therefor 
would  be  paid. 

Under  Railroad  Retirement  Tax  Act  an  increase  in  social  security  tax 
results  in  comparable  increase  in  railroad  retirement  tax. 

(2)  For  ineligibles  under  social  security  and  railroad  retirement  there 
would  be  an  authorization  of  appropriation  out  of  general  revenues. 

IV.  COMPLEMENTARY  PRIVATE  HEALTH  INSURANCE  FOR  THE  AGED 

Authorizes  the  establishment  of  an  association  of  insurance  carriers 
("National  Association  of  Carriers  To  Provide  Health  Insurance  for  Individuals 
Aged  65  or  Over")  whose  principal  function  is  to  devise  and  offer  for  sale  through 
its  members  a  "standard  policy"  of  health  insurance  for  eligible  aged  persons. 

The  standard  policy  must  provide  the  following  benefits: 

(1)  Payment  of  part  or  all  of  most  charges  for  physician's  services  per- 
formed in  the  office  or  elsewhere; 

(2)  Payment,  in  accordance  with  »  fee  schedule,  for  part  or  all  costs  of 
surgery  performed  in  or  out  of  a  hospital; 

(3)  Payment  of  at  least  the  first  $15  of  consultation  fee  of  a  medical  or 
surgical  specialist; 

(4)  Payment,  in  accordance  with  a  fee  schedule,  for  part  or  all  charges 
for  diagnostic  care,  and  laboratory  and  X-ray  services. 

The  benefits  that  may  be  provided  under  the  standard  policy  or  other 
policies  authorized  under  the  bill  include  (to  the  extent  they  are  not  covered  by 
the  social  security  hospital  benefits  program)  the  following: 

(1)  Physicians',  surgeons',  dentists',  and  related  services; 

(2)  Diagnostic  care  and  laboratory  and  X-ray  services; 

(3)  Prescribed  drugs,  eyeglasses,  dentures,  and  prosthetic  devices; 

(4)  Private  duty  nursing; 

(5)  Home  health  care; 

(6)  Inpatient  hospital  services; 

(7)  Skilled  nursing  home  services. 

Member  carriers  would  be  allowed  to  offer  for  sale,  in  place  of  the  standard 
policy,  one  or  more  "alternative"  policies  which  meet  minimum  approved 
standards  requiring  such  policies  to  fulfill  the  same  purpose  and  represent  the 
same  dollar  value  as  the  standard  policy. 
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All  premiums  paid  for  standard  and  alternative  policies  would  go  into  a 
"reserve  fund"  and  all  benefits  and  reasonable  expenses  of  administering  such 
policies  would  be  paid  from  this  fund. 

Member  carriers  could  also  offer  for  sale  supplementary  health  insurance 
policies  to  aged  individuals  at  prices  which  allow  for  fair  profits. 

Under  the  rules  of  the  association  member  carriers  would  be  allowed  to 
form  regional  divisions  to  confine  their  activities  to  a  particular  geographic 
area.  Each  division  would  have  its  own  regional  reserve  fund  which  would 
serve  the  same  purpose  and  be  subject  to  the  same  requirements  as  the  national 
reserve  fund. 

The  association  and  each  of  its  members  would,  with  respect  to  the  sale 
of  standard  or  alternative  policies,  or  a  nonprofit  basis,  be  exempt  from  the 
provisions  of  the  Sherman  Act  (other  than  so  much  of  it  that  relates  to  boy- 
cott, coercion,  or  intimidation),  the  Clayton  Act,  and  the  Federal  Trade  Com- 
mission Act.  Operations  exempted  above  would  be  subject  to  regulation  by 
the  Secretary  of  Health,  Education,  and  Welfare. 
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(Adapted  from  compilation  by  Education  and  Public  Welfare  Division,  Legis- 
lative Reference  Service,  Library  of  Congress) 

BRIEF  COMPARISON  OF  PROVISIONS  IN  H.R.  11865,  THE  "SOCIAL 
SECURITY  AMENDMENTS  OF  1964,"  AS  PASSED  BY  THE  HOUSE 
AND  AS  PASSED  BY  THE  SENATE 

Provisions  of  House  bill  passed  by  Senate  without  substantive  change 

1.  Payment  of  benefits  to  certain  aged  persons. — This  provision  would 
liberalize  the  eligibility  requirements  so  that  certain  aged  people  who  do  not 
meet  the  work  requirements  in  present  law  could  qualify  for  benefits  on  the 
basis  of  as  few  as  three  quarters  of  coverage.  Upon  attaining  age  72,  a  worker 
or  widow  who  qualifies  under  these  provisions  would  get  a  monthly  benefit 
of  $35;  a  wife  who  qualifies  would  get  a  benefit  of  $17.50. 

2.  Payment  oj  child's  insurance  benefits  to  children  attending  school. — 
Provides  for  the  payment  of  child's  insurance  benefits  until  the  child  reaches 
age  22  provided  the  child  is  attending  school,  including  a  vocational  school,  or 
college  as  a  full-time  student  after  he  reaches  age  18. 

3.  Benefits  for  widows  at  age  60. — Provides  for  the  payment  of  benefits 
to  widows  beginning  at  age  60  at  their  election,  with  the  benefits  payable  to  those 
who  claim  them  before  age  62  actuarially  reduced  to  take  account  of  the  longer 
period  over  which  they  will  be  paid. 

4.  Coverage  extension  and  improvements. — • 

(a)  Alaska  and  Kentucky  are  added  to  the  list  of  17  States  that  may  cover 
State  and  local  government  employees  under  the  divided  retirement  system 
provision. 

(b)  Coverage  is  extended  to  certain  hospital  employees  in  California  whose 
positions  were  removed  from  a  State  or  local  government  retirement  system. 

(c)  Another  opportunity  would  be  provided,  through  1965,  for  the  election 
of  coverage  by  people  who  originally  did  not  choose  coverage  under  the  divided 
retirement  system  provision. 

5.  Computation  of  self-employment  income  from  agriculture.- — The  maximum 
amount  of  gross  farm  income  that  farmers  may  use  in  computing  covered  farm 
self-employment  income,  under  the  optional  reporting  method  based  on  gross 
income,  is  increased  from  $1,800  to  $2,400. 

6.  Automatic  recomputation  of  benefits. — Provides  for  automatic  recomputa- 
tion  of  retirement  benefits  of  people  on  the  rolls  each  year  to  take  account  of  any 
covered  earnings  that  the  worker  might  have  had  in  the  previous  year  that 
would  increase  his  benefit  amount. 

Provisions  of  House  bill  deleted  by  Senate 

1.  Coverage  of  self-employed  doctors,  and  medical  and  dental  interns. 

2.  Coverage  of  cash  tips  as  wages. 

3.  Elimination  of  general  prohibition  against  coverage  of  policemen  and 
firemen. 

4.  Prohibition  of  automatic  railroad  retirement  tax  increase  because  of 
social  security  tax  increase. 
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Provisions  of  House  bill  revised  by  Senate 

1.  Increase  in  benefits. — The  5-percent  across-the-board  increase  provided 
in  the  House  bill  was  deleted  and  a  $7-a-month  increase  in  primary  insurance 
amounts,  with  proportionate  increases  in  other  benefits  (dependents'  and 
survivors')  provided. 

2.  Financing  provisions. — The  financing  provisions  of  the  House  bill  were 
revised  so  as  to  increase  the  present  wage  base  of  $4,800  ($5,400  in  House  bill) 
to  $5,600,  effective  in  1965,  and  a  revised  tax  rate  schedule  was  provided,  as 
follows: 

(In  percent] 


Calendar  year 

Employee  rate  1 

Self-employed  rate 

House  bill 

Senate  bill 

House  bill 

Senate  bill 

1965  

3.  8 

4.  25 

5.  7 

6.  4 

1966-67  

4.  0 

4.  50 

6.  0 

6.  8 

1968-70  

4.  5 

5.  00 

6.  8 

7.  5 

1971  and  after  

4.  8 

5.  20 

7.  2 

7.  8 

1  Same  rate  for  employer. 


In  addition,  the  reallocation  of  contribution  income  between  the  trust 
funds  was  revised  to  provide  that,  beginning  after  1964,  0.67  percent  (0.65  in 
House  bill)  of  taxable  wages  and  0.5025  percent  (0.4875  in  House  bill)  of  taxable 
self-employment  income  be  allocated  to  the  disability  insurance  trust  fund. 

Provisions  added  to  bill  by  Senate 

Social  security 

1.  Provision  for  health  care  insurance  for  the  aged  through  social  security 
and  railroad  retirement  administrative  mechanisms,  with  provision  for  a  pro- 
gram of  complementary  private  health  insurance.  A  more  detailed  description 
of  this  provision  follows  this  summary. 

2.  Social  security  earned  income  limitation  modified  so  that  first  $1,500  of 
earnings  (now  $1,200)  is  wholly  exempted  and  there  will  be  $1  reduction  in 
benefits  for  $2  in  earnings  on  the  next  $1,500  (now  $500). 

3.  Liberalization  of  the  disability  insurance  definition  of  blindness  and 
reduces  insured  status  requirement  to  six  quarters  for  those  who  meet  definition. 

4.  Modification  of  the  definition  of  "child"  for  benefit  purposes  so  as  to 
include  a  child  who  is  not  a  child  of  the  wage  earner  but  has  lived  with  the 
wage  earner  and  for  whom  the  wage  earner  has  assumed  responsibility  for 
support. 

5.  Exemption,  for  social  security  coverage  and  tax  purposes,  of  self- 
employment  income  of  members  of  certain  religious  groups  which  are  con- 
scientiously opposed  to  public  or  private  insurance;  have  been  in  existence  for 
at  least  6  years;  and  make  provision  for  the  needs  of  their  members. 

6.  Extension,  where  good  cause  exists,  of  the  period  for  filing  proof  of 
support  for  dependent  husbands,  widowers,  and  parents'  benefits  and  lump 
sum  death  payments. 

Veterans'  benefits 

1 .  Exempts  social  security  benefit  increases  in  the  bill  for  VA  non-service- 
connected  pension  purposes. 

Railroad  retirement 

1 .  Provides  that  social  security  benefit  increases  will  be  reflected  in  so-called 
social  security  minimum  guarantee  provision  of  Railroad  Retirement  Act. 
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2.  Provides  for  the  payment  of  a  railroad  retirement  child's  benefit  as  to 
children  beyond  age  18,  but  less  than  22,  who  are  fulltime  students  in  schools 
or  colleges.  The  language  parallels  provision  in  the  bill  for  the  child's  benefit 
under  the  social  security  system. 

Public  assistance 

1.  Kevises  matching  formula  for  the  needy  aged,  blind,  and  disabled  (and 
for  combined  program,  title  XVI)  to  provide  a  Federal  share  of  $31  out  of  the 
first  $37  (now  29/35ths  of  the  first  $35)  up  to  a  maximum  of  $75  (now  $70)  per 
month  per  individual  on  an  average  basis.  Revises  matching  formula  for  aid 
to  families  with  dependent  children  so  as  to  provide  a  Federal  share  of  5/6ths  of 
the  first  $18  (now  14/17ths  of  the  first  $17)  up  to  a  maximum  of  $32  (now  $30). 
A  provision  is  included  so  that  States  will  not  receive  additional  Federal  funds 
except  to  the  extent  they  pass  them  on  to  individual  recipients. 

2.  Removes  exclusion  from  Federal  matching  old-age  assistance  and 
medical  assistance  for  the  aged  programs  (and  for  combined  program,  title 
XVI)  as  to  aged  individuals  who  are  patients  in  institutions  for  tuberculosis  or 
mental  diseases,  or  who  have  been  diagnosed  as  having  tuberculosis  or  pyschosis 
and,  as  a  result,  are  patients  in  a  medical  institution.  Also  requires  as  condition 
of  Federal  participation  in  such  payments  to,  or  for,  mental  patients  certain 
agreements  and  arrangements  to  assure  that  better  care  results  from  the  addi- 
tional Federal  money.  Provides  that  States  will  receive  no  more  in  Federal 
funds  under  this  provision  than  they  increase  their  expenditures  for  mental 
health  purposes  under  public  health  and  public  welfare  programs. 

3.  Adds  a  provision  for  protective  payments  to  third  persons  on  behalf 
of  old-age  assistance  recipients  (and  recipients  on  combined  title  XVI  program) 
unable  to  manage  their  money  because  of  physical  or  mental  incapacity. 

4.  Increases  earnings  exemption  under  old-age  assistance  programs  (and 
aged  in  combined  program)  so  that  a  State  may,  at  its  option,  exempt  the  first 
$20  (now  $10)  and  one-half  of  the  next  $60  (now  $40)  of  a  recipient's  monthly 
earnings. 

5.  Modifies  definition  of  medical  assistance  for  the  aged  so  as  to  allow 
Federal  sharing  as  to  old-age  assistance  recipients  for  the  month  they  are 
admitted  to  or  discharged  from  a  medical  institution. 

6.  Adds  a  provision  allowing  States,  until  July  1966,  to  exclude  an  amount 
approximating  the  increases  in  OASDI  benefits  under  bill  from  considera- 
tion as  income  in  determining  eligibility  under  public  assistance  programs. 
After  July  1966,  exemption  is  mandatory. 

DESCRIPTION  OF  PROVISION  IN  SENATE-PASSED  BILL  RELATING 
TO  HEALTH  CARE  INSURANCE  FOR  THE  AGED 

(The  House  bill  contained  no  provision  of  the  following  nature :) 

I.  GENERAL  DESCRIPTION 

Under  social  security  (old-age  and  survivors  insurance)  and  railroad  retire- 
ment administrative  mechanisms,  provides  (1)  hospital,  nursing  home,  home 
health,  and  outpatient  diagnostic  services  to  persons  65  or  over  eligible  to 
receive  (or  receiving)  social  security  or  railroad  retirement  benefits  financed 
by  an  increase  in  taxes  for  workers  and  employers  under  these  systems;  (2) 
similar  benefits  out  of  Federal  general  revenue  for  certain  uninsured  individuals 
65  or  over. 

In  addition,  provides  for  a  program  of  complementary  health  benefits  for 
the  aged,  providing  medical,  surgical,  and  related  services  through  the  estab- 
lishment of  a  nonprofit  national  association  of  private  insurance  carriers  to 
make  available  to  aged  persons  a  standard  health  insurance  policy  at  reasonable 
cost. 
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II.  BENEFITS  FURNISHED  UNDER  SOCIAL  SECURITY  AND  RAILROAD 

RETIREMENT 

A.  Scope  of  Benefits 

Benefits  would  consist  of  payments  to  health  facilities  and  organizations  for 
services  rendered  to  eligible  individuals.  Such  payments  may  be  made  for  the 
following  kinds  of  services : 

(1)  In  patient  hospital  care  for  90  days  per  benefit  period 1  subject  to 
deductible  of  $10  per  day  for  the  first  9  days,  but  not  less  than  $20;  or,  upon 
election,  45  days  per  period  with  no  deductible,  or,  upon  election,  180  days 
with  a  deductible  of  the  lesser  of  (a)  2)i  times  the  average  per  diem  rate  for 
such  services  throughout  the  Nation  under  the  program  (until  1968  the  bill 
sets  the  per  diem  rate  at  $37,  thus  the  deductible  initially  will  be  $92.50)  or 
(b)  charges  customarily  made  for  such  services  by  the  hospital  which  furnished 
them.  There  may  be  only  one  election  under  this  provision  and  it  is  irrevocable. 
The  election  must  be  made  during  the  first  2  months  in  the  3-month  period 
preceding  the  month  in  which  the  individual  has  both  attained  age  65  and  is 
eligible  for  benefits. 

Cost  sharing. — -If  hospital  costs  rise  after  1965,  and  the  earnings  base  is  not 
changed  proportionately,  in  1969  beneficiaries  of  hospitalization  will  be  charged 
a  daily  amount  equal  to  the  differential  between  the  national  average  per  diem 
rate  of  an  estimated  $36  in  1964-65  (increased  proportionately  by  any  change  in 
earnings  base),  and  the  average  per  diem  rate  for  the  2  years  prior  to  1969. 
This  adjustment  process  will  be  followed  every  2  years  thereafter  to  take  into 
account  any  later  hospital  cost  increases. 

(2)  Skilled  nursing  facility  services  up  to  60  days  in  a  benefit  period  after 
transfer  from  a  hospital  in  an  institution  which  is  affiliated  or  under  common 
control  with  a  hospital; 

(3)  Home  health  services  up  to  240  visits  a  year; 

(4)  Outpatient  diagnostic  services — no  durational  limit  but  subject  to  a 
$20  deductible  per  30-day  period. 

Effective  dates:  Hospital,  home  health,  and  outpatient  diagnostic  services 
would  be  first  available  on  July  1,  1965,  while  nursing  home  benefits  would  not 
be  available  until  the  following  January. 

B.  Eligibility  for  Benefits 

(1)  All  persons  who— 

(a)  are  age  65  or  over;  and 

(b)  Are  eligible  to  receive  (or  receiving)  social  security  or  railroad 
retirement  benefits. 

(2)  All  persons  not  insured  under  social  security  or  railroad  retirement 
who  either — 

(a)  Have  reached  age  65  before  1968;  or 

(6)  Have  reached  age  65  after  1967  if  they  have  three  quarters 
of  coverage  for  each  year  elapsing  after  1964  and  before  the  year  they 
reach  age  65. 


1  A  period  of  consecutive  days  beginning  with  the  first  day  an  individual  is  furnished  with  hospital  or  nursing  home 
services  and  ending  after  he  has  been  out  of  the  hospital  or  nursing  home  for  90  days.  The  90  days  need  not  be  consecutive 
but  must  occur  within  a  period  of  not  more  than  180  consecutive  days. 
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The  operation  of  this  provision  is  illustrated  by  the  following  table : 


Quarters  of  coverage  required  for  OASI  cash  benefits  as  compared  to  hospital  insurance 


Men 

Women 

Year  attains  age  65 

OASI 

Hospital 

OASI 

Hospital 

insurance 

insurance 

1967    

16 

0 

13 

0 

1968  

17 

6 

14 

6 

1969  

18 

9 

15 

9 

1970  

19 

12 

16 

12 

1971  

20 

15 

17 

15 

1972  

21 

18 

18 

(*) 

1973  

22 

21 

1974  

23 

(*) 

*Same  as  OASI. 


Excluded  from  (2)  would  be  nonresidents  or  resident  aliens  with  less  than 
10  years  in  the  United  States,  members  of  certain  subversive  organizations, 
persons  convicted  of  certain  subversive  crimes,  employees  of  the  Federal  Govern- 
ment, and  persons  eligible  for  benefits  under  the  Federal  employee  or  retired 
Federal  employee  health  plans. 

III.  FINANCING 

(1)  In  order  to  finance  benefits  for  social  security  eligibles  there  would  be 
an  increase  in  the  tax  on  employers  and  employees,  the  self-employed,  and 
in  the  earnings  base  as  noted  previously  on  page  12.  An  allocation  of  0.60 
percent  of  taxable  wages  the  first  year  (1965)  and  0.76  percent  of  taxable 
wages  in  subsequent  years  (0.45  and  0.57  percent  of  self-employment  income, 
respectively)  would  be  made  to  a  separate  Federal  Hospital  Insurance  Trust 
Fund  from  which  all  health  benefits  and  administrative  expenses  therefor 
would  be  paid. 

Under  Railroad  Retirement  Tax  Act  an  increase  in  social  security  tax 
results  in  comparable  increase  in  railroad  retirement  tax. 

(2)  For  ineligibles  under  social  security  and  railroad  retirement  there 
would  be  an  authorization  of  appropriation  out  of  general  revenues. 

IV.  COMPLEMENTARY  PRIVATE  HEALTH  INSURANCE  FOR  THE  AGED 

Authorizes  the  establishment  of  an  association  of  insurance  carriers 
("National  Association  of  Carriers  To  Provide  Health  Insurance  for  Indi- 
viduals Aged  65  or  Over")  whose  principal  function  is  to  devise  and  offer  for 
sale  through  its  members  a  "standard  policy"  of  health  insurance  for  eligible 
aged  persons. 

The  standard  policy  must  provide  the  following  benefits: 

(1)  Payment  of  part  or  all  of  most  charges  for  physician's  services  per- 
formed in  the  office  or  elsewhere; 

(2)  Payment,  in  accordance  with  a  fee  schedule,  for  part  or  all  costs  of 
surgery  performed  in  or  out  of  a  hospital; 

(3)  Payment  of  at  least  the  first  $15  of  consultation  fee  of  a  medical  or 
surgical  specialist; 

(4)  Payment,  in  accordance  with  a  fee  schedule,  for  part  or  all  charges 
for  diagnostic  care,  and  laboratory  and  X-ray  services. 
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The  benefits  that  may  be  provided  under  the  standard  policy  or  other 
policies  authorized  under  the  bill  include  (to  the  extent  they  are  not  covered  by 
the  social  security  hospital  benefits  program)  the  following : 

(1)  Physicians',  surgeons',  dentists',  and  related  services; 

(2)  Diagnostic  care  and  laboratory  and  X-ray  services; 

(3)  Prescribed  drugs,  eyeglasses,  dentures,  and  prosthetic  devices; 

(4)  Private  duty  nursing; 

(5)  Home  health  care; 

(6)  Inpatient  hospital  services; 

(7)  Skilled  nursing  home  services. 

Member  carriers  would  be  allowed  to  offer  for  sale,  in  place  of  the  standard 
policy,  one  or  more  "alternative"  policies  which  meet  minimum  approved 
standards  requiring  such  policies  to  fulfill  the  same  purpose  and  represent  the 
same  dollar  value  as  the  standard  policy. 

All  premiums  paid  for  standard  and  alternative  policies  would  go  into  a 
"reserve  fund"  and  all  benefits  and  reasonable  expenses  of  administering  such 
policies  would  be  paid  from  this  fund. 

Member  carriers  could  also  offer  for  sale  supplementary  health  insurance 
policies  to  aged  individuals  at  prices  which  allow  for  fair  profits. 

Under  the  rules  of  the  association  member  carriers  would  be  allowed  to 
form  regional  divisions  to  confine  their  activities  to  a  particular  geographic 
area.  Each  division  would  have  its  own  regional  reserve  fund  which  would 
serve  the  same  purpose  and  be  subject  to  the  same  requirements  as  the  national 
reserve  fund. 

The  association  and  each  of  its  members  would,  with  respect  to  the  sale 
of  standard  or  alternative  policies,  or  a  nonprofit  basis,  be  exempt  from  the 
provisions  of  the  Sherman  Act  (other  than  so  much  of  it  that  relates  to  boy- 
cott, coercion,  or  intimidation),  the  Clayton  Act,  and  the  Federal  Trade  Com- 
mission Act.  Operations  exempted  above  would  be  subject  to  regulation  by 
the  Secretary  of  Health,  Education,  and  Welfare. 
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FROM 

THE  PRESIDENT  OF  THE  UNITED  STATES 

RELATIVE  TO  A  HEALTH  PROGRAM 


February  7,  1963. — Referred  to  the  Committee  on  Interstate  and  Foreign  Com- 
merce and  ordered  to  be  printed 


To  the  Congress  oj  the  United  States: 

Health,  as  Emerson  said,  is  the  "first  wealth."  This  Nation  has 
built  an  impressive  health  record.  Life  expectancy  has  been  increased 
by  more  than  20  years  since  1900;  infant  mortality  rates  have  been 
dramatically  reduced ;  many  communicable  diseases  have  been  prac- 
tically eliminated.  We  have  developed  or  are  close  to  developing  the 
means  for  controlling  many  others.  The  intensive  medical  research 
effort  begun  shortly  after  World  War  II  is  now  showing  dramatic  re- 
sults. The  array  of  modern  drugs,  appliances,  and  techniques  avail- 
able to  prevent  and  cure  disease  is  impressive  in  scope  and  in  quality. 

But  each  improvement  raises  our  horizons ;  each  success  enables  us 
to  concentrate  more  on  the  remaining  dangers,  and  on  new  challenges 
and  threats  to  health.  Some  of  these  new  challenges  result  from  our 
changing  environment,  some  from  new  habits  and  activities.  More 
people  than  ever  before  are  in  those  vulnerable  age  groups — the  very 
young  and  the  very  old — which  need  the  greatest  amount  of  health 
services.  More  people  are  living  in  huge  metropolitan  and  industrial 
complexes,  where  they  face  a  host  of  new  problems  in  achieving  safety 
even  in  the  common  environmental  elements  of  food,  water,  land,  and 
air.  The  hazards  of  modern  living  also  raise  new  problems  of  psycho- 
logical stability. 

In  addition  to  the  long-neglected  problems  of  mental  illness  and 
mental  retardation  on  which  I  made  recommendations  earlier  this 
week,  other  areas  affecting  our  Nation's  health  also  require  serious 
and  sustained  attention : 

There  is  a  shortage  of  professional  health  personnel.   We  must 
take  prompt  and  vigorous  action  not  only  to  increase  the  numbers 
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of  trained  personnel  but  to  perfect  better  means  for  making  the 
most  effective  use  of  the  health  manpower  now  available. 

Health  facilities  must  be  improved  and  modernized.  More  of 
them  need  to  be  geared  to  the  problems  of  older  and  long-term 
patients. 

Health  care  is  not  adequately  available  to  our  older  citizens. 
Costs  to  aged  individuals  too  often  are  prohibitively  high,  and  we 
have  not  yet  been  effectively  able  to  bring  modern  health  services 
to  many  of  them. 

Threats  to  the  physical  well-being  of  our  families  from  the 
contamination  of  food,  air,  and  water,  and  from  hazardous  drugs 
and  cosmetics,  must  be  dealt  with  more  promptly  and  more 
effectively. 

Health  protection  and  care  must  be  made  more  widely  avail- 
able to  our  children,  particularly  those  whose  parents  cannot 
afford  proper  care  and  those  who  are  suffering  from  crippling 
diseases. 

In  each  of  these  key  areas,  this  Nation  has  an  obligation  to 
strengthen  its  resources  and  services.  The  alternative  is  a  weaker 
people  and  nation,  a  waste  of  manpower  and  funds,  and  a  denial  to 
millions  of  people  of  a  full  and  equal  opportunity  to  life,  liberty,  and 
the  pursuit  of  happiness.  The  Federal  Government  has  stimulated 
much  of  the  recent  progress  in  medical  research,  without  any  inter- 
ference with  scientific,  academic,  or  individual  liberty.  Our  task 
now  is  to  be  equally  decisive  in  putting  this  knowledge  into  practice. 
Financial  provision  for  the  recommendations  made  in  this  message 
was  included  in  the  1964  budget  which  I  transmitted  to  the  Congress 
last  month. 

I.  Professional  Health  Personnel 

Perhaps  the  most  threatening  breach  in  our  health  defenses  is  the 
shortage  of  trained  health  manpower.  Our  health  can  be  no  better 
than  the  knowledge  and  skills  of  the  physicians,  dentists,  nurses,  and 
others  to  whom  we  entrust  it.  It  is  essential  that  we  always  have 
a  sufficient  supply  of  such  talent,  drawn  from  the  best  and  most 
gifted  men  and  women  in  the  land. 

But  the  harsh  fact  of  the  matter  is  that  we  are  already  hard  hit  by 
a  critical  shortage  in  our  supply  of  professional  health  personnel,  with 
the  situation  threatening  to  become  even  more  critical  in  the  years 
immediately  ahead.  Our  hospitals  report  substantial  numbers  of 
unfilled  positions  for  nurses  and  other  health  workers.  In  some 
cases,  entire  wings  or  floors  have  been  closed  for  lack  of  trained  per- 
sonnel. In  others — particularly  mental  hospitals,  where  thousands 
of  patients  languish  in  needless  confinement  and  suffering  due  to  a 
lack  of  doctors  and  nurses — the  unavailability  of  sufficient  personnel 
is  a  reluctantly  accepted  fact. 

A.  MEDICAL  AND  DENTAL  EDUCATION 

Tne  shortage  of  physicians  and  dentists  is  particularly  serious. 
Our  medical  and  dental  schools  do  not  graduate  enough  students  to 
keep  pace  with  our  growth  in  population.  There  are  137  physicians 
and  56  dentists  for  every  100,000  American  people  in  the  country 
today.    And  merely  to  maintain  even  this  ratio  will  require,  over  the 
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next  10  years,  a  50-percent  increase  in  the  number  of  graduates  from 
our  medical  schools  and  a  100-percent  increase  in  the  number  of 
dental  graduates. 

In  an  effort  to  meet  present  needs,  we  now  license  more  than  1,500 
graduates  of  foreign  medical  schools  each  year  to  practice  in  this 
country — approximately  one-fifth  of  the  annual  additions  to  our 
medical  profession.  In  addition,  one-quarter  of  the  interns  and 
residents  in  our  hospitals  are  foreign  medical  graduates.  Yet  many 
internships  and  residencies  remain  vacant  due  to  lack  of  manpower. 
More  and  more  physicians  are  devoting  their  time  to  teaching,  to 
research,  to  advanced  preparation  in  a  specialty;  and  while  this  trend 
represents  progress,  it  also  decreases  the  proportionate  supply  of 
physicians  available  to  treat  our  families.  In  1950,  there  were  1,300 
people  in  the  United  States  for  each  family  physician.  The  present 
outlook — unless  steps  are  taken  now  to  increase  the  supply  of  physi- 
cians— is  for  more  than  2,000  people  per  family  physician  by  1970. 

Therefore,  I  again  urgently  recommend  enactment  of  legislation 
authorizing  (1)  Federal  matching  grants  for  the  construction  of  new, 
and  the  expansion  or  rehabilitation  of  existing,  teaching  facilities  for 
the  medical,  dental,  and  other  health  professions;  and  (2)  Federal 
financial  assistance  for  students  of  medicine,  dentistry,  and  osteopathy. 

b.  nurses'  education 

There  were  550,000  professional  nurses  and  225,000  practical  nurses 
in  active  practice  in  1962.  This  number  is  far  too  small  to  meet  the 
needs  for  high  quality  nursing  care.  Too  many  hospitals  have  been 
required  to  rely  on  inadequately  trained  orderlies  and  attendants.  At 
my  request,  a  distinguished  group  of  citizens,  serving  as  consultants 
to  the  Surgeon  General,  has  studied  the  scope  and  solutions  of  this 
problem.  They  concluded  that  a  feasible  and  essential  goal  for  1970 
is  to  increase  the  number  of  professional  nurses  in  practice  to  some 
680,000  and  the  number  of  practical  nurses  to  350,000.  This  requires 
a  25-percent  increase  in  the  supply  of  nursing  personnel  and,  therefore, 
a  major  expansion  in  both  collegiate  and  hospital  programs  of  nursing 
education.  The  number  of  nurses  graduating  from  collegiate  courses 
would  have  to  double  from  4,000  in  1960  to  at  least  8,000  in  1970. 
This  expansion  would  require  the  equivalent  of  more  than  30  to  35 
new  collegiate  nursing  schools.  Graduates  from  hospital  schools 
would  have  to  increase  from  25,000  to  40,000  by  1970,  and  junior 
colleges  would  have  to  be  graduating  5,000  by  that  year. 

Nursing  schools  are  unable  to  bear  the  tremendous  financial  burden 
for  an  expanded  effort  of  this  size.  Despite  diligent  effort,  nursing 
has  had  little  success  in  commanding  sufficient  local  support  for  the 
development  of  its  educational  facilities  and  programs.  Federal  as- 
sistance in  the  expansion  of  our  capacity  to  train  nurses  will  be 
necessary. 

To  meet  these  goals,  and  generally  to  improve  the  quality  of  nursing 
services,  the  consultant  group  recommended  that  the  Federal  Gov- 
ernment (1)  provide  financial  assistance  to  expand  teaching  facilities 
for  nurses'  training;  (2)  provide  financial  assistance  to  students^  of 
nursing,  many  of  wbom  cannot  afford  an  education  beyond  high 
school;  (3)  initiate  new  and  improved  programs  for  the  support  of 
graduate  nursing  education,  to  provide  more  teachers  of  nursing; 
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and  (4)  initiate  new  programs  and  expand  current  programs  of  re- 
search which  are  directed  toward  improved  utilization  of  nursing 
personnel. 

I  shall  transmit  to  the  Congress  for  action  legislation  now  being 
prepared  on  the  basis  of  this  report. 

II.  Health  Facilities 

A.  AID  FOR  CONSTRUCTION  OP  HOSPITALS  AND  NURSING  HOMES 

The  Hill-Burton  program  of  Federal  aid  for  the  construction  of 
health  facilities  has  been  in  operation  for  more  than  16  years.  Its 
success  can  best  be  measured  by  the  network  of  modern  and  efficient 
hospitals  which  have  been  built  throughout  the  country,  particularly 
in  smaller  towns  and  rural  areas.  But  the  gains  have  been  more  than 
quantitative.  The  program  has  had  a  marked  effect  in  raising  State 
licensing  standards,  and  in  improving  the  design,  maintenance,  and 
operation  of  health  facilities  in  every  State.  It  has  helped  attract 
vitally  needed  physicians  and  other  health  specialists  to  rural  areas. 
And,  through  development  of  more  effective  State  plans,  it  has  en- 
couraged the  first  steps  toward  the  establishment  of  more  coordinated 
systems  of  hospital  and  other  facilities  to  provide  more  efficient  and 
economical  health  care. 

A  year  ago  I  asked  the  Secretary  of  Health,  Education,  and  Welfare 
to  review  this  program  and  to  make  recommendations  for  its  future. 
This  review  has  now  been  completed.  It  points  out  the  necessity  for 
continuing  the  program  to  meet  new  and  changing  medical  facility 
needs. 

Significant  progress  has  been  made  in  reducing  the  deficit  of  general 
hospital  beds  throughout  the  country,  especially  in  rural  areas.  Never- 
theless, shortage  areas  remain  and  their  needs  should  be  met.  Indeed, 
rapid  population  growth  alone  requires  a  constantly  expanding  hos- 
pital system.  I  recommend,  therefore,  that  the  Hill-Burton  program, 
which  is  due  to  expire  June  30,  1964,  be  extended  for  5  years. 

A  particularly  acute  problem  is  that  of  the  older  hospitals  faced 
with  physical  deterioration  and  functional  obsolescence.  Many  hos- 
pitals are  growing  obsolete  at  such  an  alarming  rate  as  to  hamper  the 
quality  of  care.  State  Hill-Burton  agencies  have  reported  that  there 
are  75,000  beds  in  general  hospitals  that  have  serious  structural  or 
fire  hazards.  Almost  half  of  all  the  hospitals  in  the  Nation  need  some 
form  of  modernization. 

A  1960  study,  based  on  reports  made  by  State  hospital  agencies, 
revealed  that  it  would  cost  $2.8  billion  to  modernize  or  replace  anti- 
quated general  hospitals,  without  even  adding  to  the  number  of 
beds.  This  estimate  is  more  than  three  times  the  present  annual 
level  of  construction  expenditures  for  all  health  facilities.  Because 
of  the  priority  it  gives  to  projects  which  increase  the  total  number  of 
beds,  particularly  in  rural  areas,  the  Hill-Burton  Act  as  presently 
constituted  cannot  meet  this  vast  need  for  modernization  and  re- 
placement. 

In  response  to  this  critical  national  need,  I  am  recommending 
modification  of  the  Hill-Burton  Act  to  authorize  a  new  program  of 
financial  assistance  for  modernizing  or  replacing  hospitals  and  other 
health  facilities. 
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Although  some  progress  has  been  made  in  meeting  the  backlog  of 
need  for  chronic  disease  hospitals  and  nursing  homes,  it  is  estimated 
that  less  than  one-third  of  this  need  has  been  met  and  that  an  addi- 
tional 500,000  beds  for  long-term  patients  are  required  to  meet  today's 
demand. 

The  outlook  for  the  future  is  even  more  serious.  In  1960,  there 
were  nearly  18  million  people  aged  65  or  over.  By  1980,  this  group 
will  exceed  24  million.  As  the  number  of  older  people  increases  and 
as  the  economic  barriers  to  care  in  these  facilities  are  eased,  the 
demand  for  long-term  care  facilities  will  soar.  The  need  for  high 
quality  nursing  homes  will  be  especially  great.  For  these  reasons,  I 
recommend  amendment  of  the  Hill-Burton  Act  to  increase  the  appro- 
priation authorization  for  nursing  homes  from  $20  million  to  $50 
million  annually. 

B.  MENTAL  HEALTH  AND  MENTAL  RETARDATION  FACILITIES 

My  proposals  for  a  national  mental  health  program  and  a  national 
program  to  combat  mental  retardation,  including  proposals  to  assist  in 
the  construction  of  community  mental  health  centers  and  mental  re- 
tardation facilities,  have  been  set  forth  in  an  earlier  message  on  these 
subjects.  I  wish  to  underline  here  again  the  urgency  of  the  Nation's 
need  for  long-postponed  solutions  to  a  long-neglected  problem,  and 
to  urge  once  more  then  prompt  enactment  by  the  Congress. 

C.  HEALTH  FACILITY  PLANNING  GRANTS 

As  health  facilities  become  more  numerous  and  complex,  there  is  a 
greater  need  for  more  coordinated  planning,  particularly  in  our 
metropolitan  areas.  This  is  necessary  to  insure  against  the  use  of 
public  and  private  resources  to  construct  facilities  which  are  not 
needed,  are  poorly  located,  create  unnecessary  duplication,  or  create 
further  imbalances  among  the  kinds  of  services  provided.  Proper 
planning  will  not  only  make  for  more  efficient  use  of  the  large  sums  of 
capital  expended  for  health  facility  construction,  but  may  also  help 
materially  to  control  the  ever-increasing  cost  of  hospital  care.  There- 
fore, I  recommend  legislation  to  authorize  planning  grants  to  public 
and  nonprofit  organizations,  including  State  agencies,  to  assist  in 
developing  comprehensive  areawide  plans  for  the  construction  and 
operation  of  all  types  of  health  facilities. 

D.  ENCOURAGEMENT  OF  GROUP  PRACTICE 

Concern  over  the  shortage  of  professional  personnel  and  the  shortage 
of  health  facilities  makes  clear  the  desirability  of  encouraging  those 
efforts  which  seek  to  make  the  most  effective  use  of  both.  Experience 
has  demonstrated  that  both  patients  and  professional  personnel 
benefit  from  group  practice  facilities— where  general  practitioners 
and  specialists  are  able  to  combine  their  diverse  professional  skills  and 
use  common  facilities  and  personnel  to  furnish  comprehensive  medical 
and  dental  care.  Group  practice  of  medicine  and  dentistry  promises 
to  improve  the  quality  of  medical  and  dental  care,  while  making 
possible  significant  economies  for  both  patient  and  practitioner. 
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Unfortunately,  the  difficulty  of  obtaining  financing  on  reasonable 
terms  to  construct  and  equip  such  facilities  is  too  often  a  major 
obstacle  in  their  development. 

In  order  to  encourage  this  trend,  particularly  in  our  smaller  com- 
munities and  under  the  sponsorship  of  cooperative  or  other  nonprofit 
organizations,  I  recommend  legislation  to  authorize  a  5-year  program 
of  Federal  mortgage  insurance  and  loans  to  help  finance  the  cost  of 
constructing  and  equipping  group  practice  medical  and  dental 
facilities. 

III.  Community  Health  Protection 

Substantial  advances  have  been  made  during  the  past  year  in 
protecting  the  American  people  against  contamination  of  food,  air, 
and  water,  and  the  hazards  associated  with  drugs. 

In  1962,  as  a  result  of  legislation  passed  by  the  87th  Congress,  our 
communities,  with  Federal  financial  aid,  spent  $600  million  to  build 
needed  waste  treatment  facilities,  the  largest  total  in  our  history. 
Our  national  program  of  protection  against  undue  exposure  to  radia- 
tion was  strengthened  through  broadened  surveillance,  expansion  of 
research,  increased  training  of  manpower,  and  aid  to  the  States  in 
developing  their  own  programs  of  radiation  protection  and  control. 
Better  protection  for  the  consumer  was  assured  by  the  enactment  of 
the  Kefauver-Harris  drug  control  amendments,  which  set  higher 
standards  of  safety,  honesty,  and  efficacy  in  the  manufacture  and 
sale  of  prescription  drugs  and  new  drugs  of  all  kinds.  Additional 
action  by  the  Department  of  Health,  Education,  and  Welfare  to 
improve  controls  over  the  clinical  testing  of  new  drugs  will  add  to 
our  safeguards  against  the  possibility  of  health  catastrophes  during 
the  development  of  new  remedies. 

But  much  remains  to  be  done. 

We  need  to  broaden  our  surveillance  and  control  of  pollution  in  the 
air  we  breathe,  the  water  we  drink,  and  the  food  we  eat.  We  need 
to  intensify  our  research  effort  in  this  area,  to  define  the  precise  dam- 
ages done  to  our  health  by  various  contaminants,  and  to  develop  more 
effective  and  economical  means  of  controlling  or  eliminating  them. 
We  need  to  step  up  our  training  of  scientific  manpower  in  the  many 
disciplines  related  to  the  maintenance  of  a  healthy  environment.  We 
need  to  continue  our  support  and  stimulation  of  vigorous  control 
programs  in  States  and  communities. 

In  addition ,  there  is  clear  and  urgent  need  for  new  legislative  author- 
ity in  three  specific  areas  of  health  protection. 

A.  FOOD,  DRUGS,  DEVICES,  AND  COSMETICS 

Legislation  is  needed  to  strengthen  the  Food,  Drug,  and  Cosmetic 
Act  in  its  task  of  protecting  the  health  of  the  consumer.  The  Food 
and  Drug  Administration,  which  lacks  authority  to  require  the  ade- 
quate safety  testing  of  cosmetics  before  they  are  placed  on  the  market, 
has  ample  evidence  of  the  harm  which  is  caused  by  harmful  cosmetic 
products.  Other  problems  are  presented  by  untested  dangerous  or 
worthless  therapeutic  or  diagnostic  devices.  Of  particular  danger 
to  children  are  the  300,000  ordinary  household  items  containing 
poisonous  or  dangerous  substances  without  proper  labeling  and 
warning.  Food,  drugs,  and  cosmetics  were  not  included  in  the  Federal 
Hazardous  Substances  Labeling  Act  of  1960. 


HEALTH  PROGRAM 


7 


We  cannot  afford  to  withhold  from  the  Food  and  Drug  Adminis- 
tration the  full  authority  required  to  provide  the  maximum  protection 
to  our  families.    I  recommend  the  enactment  of  new  legislation  to — 
(a)  extend  and  clarify  inspection   authority  to  determine 
whether  food,  over-the-counter  drugs,  cosmetics,  and  thera- 
peutic or  diagnostic  devices  are  being  manufactured  and  marketed 
in  accordance  with  the  law;  and  to  provide  authority  similar  to 
that  of  most  other  regulatory  agencies  for  the  production  of  evi- 
dence in  hearings; 

(6)  require  cosmetics  to  be  tested  and  proved  safe  before  they 
are  marketed; 

(c)  require  manufacturers  of  therapeutic  devices  to  maintain 
controls  which  assure  the  reliability  of  their  products,  and 
require  proof  of  both  safety  and  effectiveness  before  such  devices 
are  put  on  the  market;  and 

(d)  extend  existing  requirements  for  label  warnings  to  include 
hazardous  household  articles,  where  necessary. 

Further  delay  in  the  enactment  of  this  authority  can  only  prolong 
and  aggravate  these  unnecessary  hazards  to  health. 

B.  AIR  POLLUTION  CONTROL 

Reports  by  leading  scientists  in  the  past  year  have  stressed  that 
there  is  overwhelming  evidence  linking  air  pollution  to  the  aggrava- 
tion of  heart  conditions  and  to  increases  in  susceptibility  to  chronic 
respiratory  diseases,  particularly  among  older  people. 

Economic  damage  from  air  pollution  amounts  to  as  much  as  $11 
billion  every  year  in  the  United  States.  Agricultural  losses  alone 
total  $500  million  a  year.  Crops  are  stunted  or  destroyed,  livestock 
become  ill,  meat  and  milk  production  are  reduced.  In  some  6,000 
communities  various  amounts  of  smoke,  smog,  grime,  or  fumes  reduce 
property  values  and — as  dramatically  shown  in  England  last  year — 
endanger  life  itself.  Hospitals,  department  stores,  office  buildings, 
and  hotels  are  all  affected.  Some  cities  suffer  damages  of  up  to  $100 
million  a  year.  One  of  our  larger  cities  has  a  daily  average  of  25,000 
tons  of  airborne  pollutants.  My  own  home  city  of  Boston  experienced 
in  1960  a  "black  rain"  of  smoke,  soot,  oil,  or  a  mixture  of  all  three. 

In  the  light  of  the  known  damage  caused  by  polluted  air,  both  to 
our  health  and  to  our  economy,  it  is  imperative  that  greater  emphasis 
be  given  to  the  control  of  air  pollution  by  communities,  States,  and 
the  Federal  Government.  We  are  currently  spending  10  cents  per 
capita  a  year  in  fighting  a  problem  which  cost  an  estimated  $65  per 
capita  annually  in  economic  losses  alone.  I  therefore  recommend 
legislation  authorizing  the  Public  Health  Service  of  the  Department 
of  Health,  Education,  and  Welfare — 

(a)  to  engage  in  a  more  intensive  research  program  permitting 
full  investigation  of  the  causes,  effects,  and  control  of  air 
pollution ; 

(b)  to  provide  financial  stimulation  to  States  and  local  air 
pollution  control  agencies  through  project  grants  which  will  help 
them  to  initiate  or  improve  their  control  programs; 

(c)  to  conduct  studies  on  air  pollution  problems  of  intei'state 
or  nationwide  significance;  and 
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(d)  to  take  action  to  abate  interstate  air  pollution  along  the 
general  lines  of  the  existing  water  pollution  control  enforcement 
measures. 

C.  ENVIRONMENTAL  HEALTH 

The  long-range  assault  of  multiple  environmental  contaminations 
on  human  health  are  cumulative  and  interrelated.  It  is  of  great 
importance,  therefore,  that  our  efforts  to  learn  about  and  control 
health  hazards  be  unified  and  mutually  supporting.  The  President's 
Science  Advisory  Committee,  in  cooperation  with  the  Federal  Council 
for  Science  and  Technology,  has  undertaken  a  major  review  of  the 
Government's  activities  with  respect  to  the  use  of  chemicals  in  the 
environment.  Special  attention  is  being  given  to  the  control  of 
pesticides.  Nearly  180  million  pounds  of  pesticides  valued  at  more 
than  $1  billion  are  used  in  the  United  States  every  year.  If  this 
review  reveals  need  for  additional  authority,  necessary  recommenda- 
tions will  be  made  to  the  Congress. 

I  am  renewing  my  recommendation  of  last  year  that  authority  be 
granted  to  the  Surgeon  General  of  the  Public  Health  Service,  with  the 
approval  of  the  Secretary  of  Health,  Education,  and  Welfare,  to  bring 
environmental  health  functions  together  in  one  bureau.  I  also  ask 
that  the  Congress  approve  the  funds  requested  in  my  1964  budget 
for  initial  steps  to  establish  a  central  facility  in  the  Washington  area 
which  can  serve  as  a  focal  point  for  related  research,  training,  and 
technical  assistance  in  environmental  health. 

IV.  Health  Research 

This  Nation  has  made  impressive  strides  in  its  search  for  knowledge 
to  combat  disease  and,  as  a  result  of  a  deliberate  national  effort,  a  bold 
and  far-reaching  program  is  moving  well.  The  Federal  Government  is 
now  providing  the  financial  support  for  nearly  two-thirds  of  the  $1.5 
billion  in  public  and  private  expenditures  for  medical  and  health- 
related  research  in  this  country.  But  this  effort  is  unending;  new 
breakthroughs  lie  ahead;  major  problems  are  unsolved.  This  country 
must  invest  in  a  further  expansion  of  essential  and  high-quality 
research  and  related  activities.  I  have,  therefore,  recommended 
appropriations  in  the  1964  budget  of  $980  million  for  support  of  the 
National  Institutes  of  Health,  an  increase  of  $50  million  in  authoriza- 
tions and  $113  million  in  expenditures  over  the  current  year. 

The  budget  also  provides  funds  for  the  work  of  the  Institute  of  Child 
Health  and  Human  Development  and  the  Institute  of  General  Medical 
Sciences.  These  new  Institutes,  which  were  authorized  by  the  87th 
Congress,  will  provide  a  needed  focus  for  more  intensive  research 
efforts  in  these  areas. 

One  of  the  greatest  threats  to  maintaining  the  high-quality  health 
research  now  being  achieved  through  the  activities  of  the  National 
Institutes  of  Health  is  the  continued  loss  of  its  outstanding  scientists 
as  the  result  of  pay  scales  which  are  not  generally  competitive.  The 
Federal  Salary  Reform  Act  approved  last  October  carries  forward  the 
administration's  plan  to  provide  Federal  salary  rates  that  are  com- 
parable with  national  private  industry  salary  rates  for  the  same  work 
levels.  However,  the  final  stage  of  that  salary  reform  plan,  which 
will  be  effective  next  January,  provides  salary  rates  that  are  still  too 
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low,  particularly  in  the  upper  levels,  when  measured  by  the  com- 
pensation provided  outside  of  Government.  It  is  important  that  the 
Congress  take  appropriate  action  to  correct  this  disparity. 

Last  year  I  pointed  out  that  the  accumulation  of  knowledge  through 
research  is  of  little  use  unless  communicated  in  useful  form  to  those 
who  need  to  use  it — to  other  scientists,  educators,  practitioners, 
administrators,  and  the  public.  There  is  now  wide  recognition  that 
improved  scientific  communication  is  an  urgent  goal,  and  action  is 
being  taken.  With  the  assistance  of  information  developed  by 
congressional  studies,  I  have  asked  the  Department  of  Health,  Edu- 
cation, and  Welfare  to  take  the  lead  in  developing  new  methods  and 
systems  of  utilizing  and  making  effectively  available  more  health 
research  results  and  information.  Should  additional  legislation  be 
required,  it  will  be  transmitted  promptly  to  the  Congress. 

V.  Other  Essential  Health  Efforts 

A.  HEALTH  INSURANCE  FOR  OUR  OLDER  CITIZENS 

In  a  subsequent  message  to  the  Congress  concerned  solely  with  the 
needs  of  older  people,  I  will  again  outline  my  recommendations  for  a 
long  overdue  measure  to  fill  a  crucial  gap  in  our  social  insurance  pro- 
tection— health  insurance  under  social  security.  This  measure  should 
also  be  at  the  top  of  the  congressional  agenda  on  health. 

It  is  a  tragic  irony  that  medical  science  has  kept  millions  of  retired 
men  and  women  alive  to  face  illnesses  they  cannot  afford — that  the 
very  drugs  and  methods  which  have  done  so  much  to  prolong  their 
lives  and  ease  their  pain  are  too  expensive  for  the  majority  of  older 
citizens.  Many  can  face  one  siege  of  serious  illness,  with  the  help  of 
savings  and  families.  But  a  second  wipes  them  out — and  the  average 
person  can  expect  two  or  three  hospital  bouts  after  age  65.  Needless 
suffering  in  silence,  financial  catastrophe,  public  or  private  charity — ■ 
these  are  not  acceptable  alternatives  in  the  richest  country  on  earth. 
Social  security  health  insurance  must  be  enacted  this  year.  Details 
will  be  contained  in  a  forthcoming  message. 

B.  IMPROVING  MATERNAL  AND  CHILD  HEALTH 

In  my  special  message  on  mental  health  and  mental  retardation, 
I  recommended  several  new  measures  designed  to  improve  the  health 
of  mothers  and  children.  The  relationship  between  improving  mater- 
nal and  child  health  and  preventing  mental  retardation  is  clear.  But 
equally  clear  is  the  fact  that  the  need  for  better  health  services  for 
mothers  and  children  is  steadily  increasing  in  general,  due  to  the  grow- 
ing child  population,  the  rising  costs  of  medical  care,  and  changes  in 
the  practice  of  medicine  and  public  health.  I  take  this  opportunity, 
therefore,  to  stress  again  the  urgency  of  those  provisions. 

C.  VOCATIONAL  REHABILITATION 

As  we  expand  and  improve  health  services,  we  make  it  possible  for 
larger  numbers  of  people  to  recover  from  the  damaging  effects  of 
serious  illness  and  injury,  and  to  return  to  active  and  useful  lives. 
Vocational  rehabilitation  programs,  both  private  and  public,  are 
playing  a  key  role  in  helping  to  convert  these  gains  in  curative  medicine 


10 


HEALTH  PROGRAM 


into  gains  in  productive  living.  Work — often  the  mere  hope  of 
returning  to  work — provides  a  powerful  incentive  for  large  numbers 
of  seriously  disabled  people  as  they  travel  the  difficult  road  to  recovery 
and  rehabilitation.  For  these  reasons,  I  recommend  that  funds  for 
the  State-Federal  program  of  vocational  rehabilitation  be  increased 
to  permit  126,500  handicapped  individuals  to  be  successfully  returned 
to  employment,  a  25-percent  increase  over  this  year.  I  am  also 
recommending  legislation  to  strengthen  and  improve  the  vocational 
rehabilitation  program,  including  Federal  assistance  in  constructing 
rehabilitation  facilities  and  workshops,  additional  aid  to  help  States 
increase  the  number  of  persons  rehabilitated,  and  special  provisions 
to  increase  the  rehabilitation  of  the  mentally  retarded. 

D.  COMMUNITY  HEALTH  SERVICES 

Last  year  the  Congress  passed  the  Vaccination  Assistance  Act  and 
the  Migrant  Health  Act,  both  of  which  were  designed  to  meet  impor- 
tant national  health  problems.  The  Vaccination  Assistance  Act  looks 
toward  the  eradication  of  poliomyelitis,  diphtheria,  whooping  cough, 
and  tetanus  through  the  mass  immunization  of  children  at  the  earliest 
possible  stage,  under  community-sponsored  programs.  We  can  and 
should  eliminate  these  four  deadly  diseases.  The  Migrant  Health 
Act  authorizes  grants  to  improve  the  deplorable  health  conditions  of 
migrant  workers. 

I  am  submitting  supplemental  appropriation  requests  to  the  Con- 
gress to  provide  funds  in  this  fiscal  year  to  enable  both  the  vaccination 
assistance  and  migrant  health  programs  to  get  underway  at  the  earliest 
possible  date. 

These  programs,  coupled  with  progress  now  being  made  under  the 
Community  Health  Services  and  Facilities  Act  of  1961,  are  directed 
toward  the  long-range  goal  of  comprehensive  community  health 
services,  available  to  people  in  their  own  communities,  when  and  where 
they  need  them.  To  permit  the  more  effective  prosecution  of  pro- 
grams to  improve  health  services  at  the  community  level,  I  am  again 
renewing  my  recommendation  of  last  year  that  authority  be  granted 
to  bring  all  community  health  activities  of  the  Public  Health  Service 
together  in  one  bureau. 

E.  INTERNATIONAL  HEALTH 

We  must  continue  our  collaborative  efforts  with  other  nations  in 
the  global  struggle  against  disease.  Over  the  past  few  years  the 
United  States  has  rapidly  expanded  its  international  medical  research 
activities  and  support.  We  have  also  been  instrumental  in  encourag- 
ing research  under  the  aegis  of  the  World  Health  Organization.  These 
efforts  are  consistent  with  and  in  furtherance  of  our  goals  of  world 
peace  and  betterment,  and  it  is  important  that  they  be  continued. 

A  problem  of  particular  significance  in  the  Western  Hemisphere 
is  that  of  yellow  fever.  Many  countries  of  the  Americas  have  con- 
ducted campaigns  to  eradicate  the  mosquito  which  carries  yellow 
fever,  but  the  problem  of  reinfestation  has  become  a  serious  one, 
particularly  in  the  Caribbean  area.  We  have  pledged  our  participa- 
tion in  a  program  to  eradicate  this  disease-carrying  mosquito  from  the 
United  States,  and  the  1964  budget  provides  funds  to  initiate  such 
efforts.    This  will  bring  this  country  into  conformity  with  the  long- 
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established  policy  of  the  Pan  American  Health  Organization  to  elimi- 
nate the  threat  of  yellow  fever  in  this  hemisphere. 

Conclusion 

Good  health  for  all  our  people  is  a  continuing  goal.  In  a  democratic 
society  where  every  human  life  is  precious,  we  can  aspire  to  no  less. 
Healthy  people  build  a  stronger  nation,  and  make  a  maximum  con- 
tribution to  its  growth  and  development. 

The  national  need  calls  for  a  national  effort — an  effort  which  in- 
volves individuals  and  families,  States  and  communities,  professional 
and  voluntary  groups,  in  every  part  of  the  country.  The  role  of  the 
Federal  Government,  although  a  substantial  one,  is  essentially  sup- 
portive and  stimulatory.  The  task  is  one  which  all  of  us  share — to 
improve  our  own  health  and  that  of  generations  to  come. 

John  F.  Kennedy. 

The  White  House,  February  7,  1963. 
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ELDERLY  CITIZENS  OF  OUR  NATION 


MESSAGE 

FROM 

THE  PRESIDENT  OF  THE  UNITED  STATES 

RELATIVE  TO 

THE  ELDERLY  CITIZENS  OF  OUR  NATION 


February  21,  1963.— Referred  to  the  Committee  of  the  Whole  House  on  the 
State  of  the  Union  and  ordered  to  be  printed 


To  the  Congress  of  the  United  States: 

On  the  basis  of  his  study  of  the  world's  great  civilizations,  the 
historian  Toynbee  concluded  that  a  society's  quality  and  durability 
can  best  be  measured  "by  the  respect  and  care  given  its  elderly  citi- 
zens." Never  before  in  our  history  have  we  ever  had  so  many  "senior 
citizens."  There  are  present  today  in  our  population  17K  million 
people  aged  65  years  or  over,  nearly  one-tenth  of  our  population — and 
their  number  increases  by  1,000  every  day.  By  1980,  they  will 
number  nearly  25  million.  Today  there  are  already  25  million  people 
aged  60  and  over,  nearly  6  million  aged  75  and  over,  and  more  than 
10,000  over  the  age  of  100. 

These  figures  reflect  a  profound  change  in  the  composition  of  our 
population.  In  1900,  average  life  expectancy  at  birth  was  49  years. 
Today  more  than  7  out  of  10  newborn  babies  can  expect  to  reach  age 
65.  Live  expectancy  at  birth  now  averages  70  years.  Women  65 
years  old  can  now  expect  to  live  16  more  years,  and  men  65  years  old 
can  expect  to  live  13  additional  years.  While  our  population  has  in- 
creased 1%  times  since  1900,  the  number  of  those  aged  65  and  over 
has  increased  almost  sixfold. 

This  increase  in  the  lifespan  and  in  the  number  of  our  senior  citizens 
presents  this  Nation  with  increased  opportunities :  the  opportunity  to 
draw  upon  their  skill  and  sagacity  and  the  opportunity  to  provide  the 
respect  and  recognition  they  have  earned.    It  is  not  enough  for  a  great 
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nation  merely  to  have  added  new  years  to  life — our  objective  must 
also  be  to  add  new  life  to  those  years. 

In  the  last  three  decades,  this  Nation  has  made  considerable  progress 
in  assuring  our  older  citizens  the  security  and  dignity  a  lifetime  of  labor 
deserves.  But  "the  last  of  life,  for  which  the  first  was  made  *  *  *" 
is  still  not  a  "golden  age"  for  all  our  citizens.  Too  often,  these  years 
are  filled  with  anxiety,  illness,  and  even  want.  The  basic  statistics  on 
income,  housing,  and  health  are  both  revealing  and  disturbing: 

The  average  annual  income  received  by  aged  couples  is  half  that  of 
younger  two-person  families.  Almost  half  of  those  over  65  living  alone 
receive  $1,000  or  less  a  year,  and  three-fourths  receive  less  than  $2,000 
a  year.  About  half  the  spending  units  headed  by  persons  over  65  have 
liquid  assets  of  less  than  $1,000.  Two-fifths  have  a  total  net  worth, 
including  their  home,  of  less  than  $5,000.  The  main  source  of  income 
for  the  great  majority  of  those  above  65  is  one  or  more  public  benefit 
programs.  Seven  out  of  ten— 12.5  million  persons — now  receive  social 
security  insurance  payments,  averaging  about  $76  a  month  for  a  re- 
tired worker,  $66  for  a  widow,  and  $129  for  an  aged  worker  and  wife. 
One  out  of  eight — 2%  million  people — are  on  public  assistance,  aver- 
aging about  $60  per  month  per  person,  supplemented  by  medical  care 
payments  averaging  about  $15  a  month. 

A  far  greater  proportion  of  senior  citizens  live  in  inferior  housing 
than  is  true  of  the  houses  occupied  by  younger  citizens.  According  to 
the  1960  census,  one-fourth  of  those  aged  60  and  over  did  not  have 
households  of  their  own  but  lived  in  the  houses  of  relatives,  in  lodging 
houses,  or  in  institutions.  Of  the  remainder,  over  30  percent  lived 
in  substandard  housing  which  lacked  a  private  bath,  toilet,  or  running 
hot  water  or  was  otherwise  dilapidated  or  deficient,  and  many  others 
lived  in  housing  unsuitable  or  unsafe  for  elderly  people. 

For  roughly  four-fifths  of  those  older  citizens  not  living  on  the 
farm,  housing  is  a  major  expense,  taking  more  than  one-third  of  their 
income.  About  two-thirds  of  all  those  65  and  over  own  their  own 
homes — but,  while  such  homes  are  generally  free  from  mortgage,  their 
value  is  generally  less  than  $10,000. 

Our  senior  citizens  are  sick  more  frequently  and  for  more  prolonged 
periods  than  the  rest  of  the  population.  Of  every  100  persons  age 
65  or  over,  80  suffer  some  kind  of  chronic  ailment,  28  have  heart 
disease  or  high  blood  pressure,  27  have  arthritis  or  rheumatism,  10 
have  impaired  vision,  and  17  have  hearing  impairments.  Sixteen  are 
hospitalized  one  or  more  times  annually.  They  require  three  times 
as  many  days  of  hospital  care  every  year  as  persons  under  the  age 
of  65.  Yet  only  half  of  those  age  65  and  over  have  any  kind  of  health 
insurance;  only  one-third  of  those  with  incomes  under  $2,000  a  year 
have  such  insurance;  only  one-third  of  those  age  75  and  over  have 
such  insurance;  and  it  has  been  estimated  that  10  to  15  percent  of 
the  health  costs  of  older  people  are  reimbursed  by  insurance. 

These  and  other  sobering  statistics  make  us  realize  that  our  remark- 
able scientific  achievements  prolonging  the  lifespan  have  not  yet  been 
translated  into  effective  human  achievements.  Our  urbanized  and 
industrialized  way  of  life  has  destroyed  the  useful  and  satisfying  roles 
which  the  aged  played  in  the  rural  and  small-town  family  society  of 
an  earlier  era.  The  skills  and  talents  of  our  older  people  are  now 
all  too  often  discarded. 

Place  and  participation,  health  and  honor,  cannot,  of  course,  be 
legislated.    But  legislation  and  sensible,  coordinated  action  can  en- 
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hance  the  opportunities  for  the  aged.  Isolation  and  misery  can  be 
prevented  or  reduced.  We  can  provide  the  opportunity  and  the 
means  for  proper  food,  clothing,  and  housing,  for  productive  employ- 
ment or  voluntary  service,  for  protection  against  the  devastating 
financial  blows  of  sudden  and  catastrophic  illness.  Society,  in  short, 
can  and  must  catch  up  with  science. 

All  levels  of  government  have  the  responsibility,  in  cooperation  with 
private  organizations  and  individuals,  to  act  vigorously  to  improve  the 
lot  of  our  aged.  Public  efforts  will  have  to  be  undertaken  primarily 
by  the  local  communities  and  by  the  States.  But  because  these 
problems  are  nationwide,  they  call  for  Federal  action  as  well. 

Recent  Federal  Action 

In  approaching  this  task,  it  is  important  to  recognize  that  we  are 
not  starting  anew  but  building  on  a  foundation  already  well  laid  over 
the  last  30  years.  Indeed,  in  the  last  2  years  alone,  major  strides  have 
been  made  in  improving  Federal  benefits  and  services  for  the  aged : 

1.  The  Social  Security  Amendments  of  1961,  which  increased 
benefits  by  $900  million  a  year,  substantially  strengthened  social 
insurance  for  retired  and  disabled  workers  and  to  widows,  and  enabled 
men  to  retire  on  social  security  at  age  62.  Legislation  in  1961  also 
increased  Federal  support  for  old-age  assistance,  including  medical 
vendor  payments. 

2.  The  Community  Health  Services  and  Facilities  Act  of  1961 
authorized  new  programs  for  out-of-hospital  community  services  for 
the  chronically  ill  and  the  aged,  and  increased  Federal  grants  for  nurs- 
ing home  construction,  health  research  facilities,  and  experimental 
hospital  and  medical  care  facilities.  Such  programs  are  now  under- 
way in  48  States. 

3.  The  Public  Welfare  Amendments  of  1962  authorized  a  substantial 
increase  in  Federal  funds  for  old-age  assistance,  reemphasized  restora- 
tive services  to  return  individuals  to  self-support  and  self-care,  and 
provided  encouragement  for  employment  by  permitting  States  to 
allow  old-age  assistance  recipients  to  keep  up  to  $30  of  his  first  $50 
of  monthly  earnings  without  corresponding  reductions  in  his  public 
assistance  payments. 

4.  The  Housing  Act  of  1961  included  provisions  for  the  rapid  expan- 
sion of  housing  for  our  elderly  through  public  housing,  direct  loans,  and 
FHA  mortgage  insurance.  Commitments  in  1961  and  1962  were 
made  for  more  than  \%  times  the  number  of  housing  units  for  older 
citizens  aided  in  the  preceding  5  years. 

5.  The  Senior  Citizens  Housing  Act  of  1962  provided  low-interest 
long-term  loans  and  loan  insurance  to  enable  rural  residents  over  62, 
on  farms  and  in  small  towns,  to  obtain  or  rent  new  homes  or  modernize 
old  ones. 

6.  The  new  Institute  of  Child  Health  and  Human  Development, 
which  was  authorized  last  year,  is  expanding  programs  of  research  on 
health  problems  of  the  aging. 

7.  Other  new  legislation  added  safeguards  on  the  purchase  of  drugs 
which  are  so  essential  to  older  citizens — boosted  railroad  retirement 
and  veterans'  benefits — helped  protect  private  pension  funds  against 
abuse  and  increased  recreational  opportunities  for  all. 

8.  By  administrative  action  we  have  (a)  increased  the  quality  and 
quantity  of  food  available  to  those  on  welfare  and  other  low-income 
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aged  persons,  and  (b)  established  new  organizational  entities  to  meet 
the  needs  and  coordinate  the  services  affecting  older  people : 

A  new  Gerontology  Branch  in  the  Chronic  Disease  Division  of 
the  Public  Health  Service,  the  first  operating  program  geared 
exclusively  to  meeting  health  needs  of  the  aging  and  giving  par- 
ticular emphasis  to  the  application  of  medical  rehabilitation  to 
reduce  or  eliminate  the  disabling  effects  of  chronic  illnesses  (such 
as  stroke,  arthritis,  and  many  forms  of  cancer  and  heart  disease) 
which  cannot  yet  be  prevented ;  and 

A  new  President's  Council  on  Aging,  whose  members  are  the 
Secretaries  and  heads  of  eight  Cabinet  departments  and  inde- 
pendent agencies  administering  in  1964  some  $18  billion  worth 
of  benefits  to  people  over  65. 
These  and  other  actions  have  accelerated  the  flow  of  Federal  assistance 
to  the  aged;  and  made  a  major  start  toward  eliminating  the  gripping 
fear  of  economic  insecurity.    But  their  numbers  are  large  and  their 
needs  are  great  and  much  more  remains  to  be  done. 

I.  HEALTH 

1.  Hospital  insurance.- — Medical  science  has  done  much  to  ease 
the  pain  and  suffering  of  serious  illness;  and  it  has  helped  to  add 
more  than  20  years  to  the  average  length  of  life  since  1900.  The 
wonders  worked  in  a  modern  American  hospital  hold  out  new  hopes 
for  our  senior  citizens.  But,  unfortunately,  the  cost  of  hospital 
care — now  averaging  more  than  $35  a  day,  nearly  four  times  as 
high  as  in  1946 — has  risen  much  faster  than  the  retired  worker's 
ability  to  pay  for  that  care. 

Illness  strikes  most  often  and  with  its  greatest  severity  at  the  time 
in  life  when  incomes  are  most  limited;  and  millions  of  our  older 
citizens  cannot  afford  $35  a  day  in  hospital  costs.  Half  of  the  re- 
tired have  almost  no  income  other  than  their  social  security  pay- 
ments— averaging  $70  a  month  per  person — and  they  have  little 
in  the  way  of  savings.  One-third  of  the  aged  family  units  have  less 
than  $100  in  liquid  assets.  One  short  hospital  stay  may  be  manage- 
able for  many  older  persons,  with  the  help  of  family  and  savings; 
but  the  second — and  the  average  person  can  expect  two  or  three 
hospital  stays  after  age  65 — may  well  mean  destitution,  public  or 
private  charity ;  or  the  alternative  of  suffering  in  silence.  For  these 
citizens,  the  miracles  of  medical  science  mean  little. 

A  proud  and  resourceful  nation  can  no  longer  ask  its  older  people 
to  five  in  constant  fear  of  a  serious  illness  for  which  adequate  funds 
are  not  available.  We  owe  them  the  right  of  dignity  in  sickness  as 
well  as  in  health.  We  can  achieve  this  by  adding  health  insurance — 
primarily  hospitalization  insurance — to  our  successful  social  security 
system. 

Hospital  insurance  for  our  older  citizens  on  social  security  offers  a 
reasonable  and  practical  solution  to  a  critical  problem.  It  is  the 
logical  extension  of  a  principle  established  28  years  ago  in  the  social 
security  system  and  confirmed  many  times  since  by  both  Congress 
and  the  American  voters.  It  is  based  on  the  fundamental  premise 
that  contributions  during  the  working  years,  matched  by  employers' 
contributions,  should  enable  people  to  prepay  and  build  earned  rights 
and  benefits  to  safeguard  them  in  their  old  age.  < 
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There  are  some  who  say  the  problem  can  best  be  solved  through 
private  health  insurance.  But  this  is  not  the  answer  for  most;  for  it 
overlooks  the  high  cost  of  adequate  health  insurance  and  the  low  in- 
comes of  our  aged.  The  average  retired  couple  lives  on  $50  a  week, 
and  the  average  aged  single  person  lives  on  $20  a  week.  These  are 
far  below  the  amounts  needed  for  a  modest  but  adequate  standard  of 
living,  according  to  all  measures.  The  cost  of  broad  health  insurance 
coverage  for  an  aged  couple,  when  such  coverage  is  available,  is  more 
than  $400  a  year — about  one-sixth  of  the  total  income  of  an  average 
older  couple. 

As  a  result,  of  the  total  aged  population  discharged  from  hospitals, 
49  percent  have  no  hospital  insurance  at  all  and  only  30  percent 
have  as  much  as  three-fourths  of  their  bills  paid  by  insurance  plans. 
(Comparable  data  for  those  under  65  showed  that  only  30  percent 
lacked  hospital  insurance,  and  that  54  percent  had  three-fourths  or 
more  of  their  bills  paid  by  insurance.)  Prepayment  of  hospital  costs 
for  old  age  by  contributions  during  the  working  years  is  obviously 
necessary. 

Others  say  that  the  children  of  aged  parents  should  be  willing  to 
pay  their  bills;  and  I  have  no  doubt  that  most  children  are  willing  to 
sacrifice  to  aid  their  parents.  But  aged  parents  often  choose  to 
suffer  from  severe  illness  rather  than  see  their  children  and  grand- 
children undergo  financial  hardship.  Hospital  insurance  under  social 
security  would  make  it  unnecessary  for  families  to  face  such  choices- 
just  as  old-age  benefits  under  social  security  have  relieved  large 
numbers  of  families  of  the  need  to  choose  between  the  welfare  of 
their  parents  and  the  best  interests  of  their  children. 

Others  may  say  that  public  assistance  or  welfare  medical  assistance 
for  the  aged  will  meet  the  problem.  The  welfare  medical  assistance 
program  adopted  in  1960  now  operates  in  25  States  and  wdl  provide 
benefits  in  1964  to  about  525,000  persons.  But  this  is  only  a  small 
percentage  of  those  aged  individuals  who  need  medical  care.  Of  the 
111,700  persons  who  received  medical  assistance  for  the  aged  in 
November,  more  than  70,000  were  in  only  three  States:  California, 
Massachusetts,  and  New  York. 

Moreover,  25  States  have  not  adopted  such  a  program,  which  is 
dependent  upon  the  availability  each  year  of  State  appropriations, 
upon  the  financial  condition  of  the  States,  and  upon  competition  with 
many  other  calls  on  State  resources.  As  a  result,  coverage  and 
quality  vary  from  State  to  State.  Surely  it  would  be  far  better  and 
fairer  to  provide  a  universal  approach,  through  social  insurance, 
instead  of  a  needs  test  program  which  does  not  prevent  indigency, 
but  operates  only  after  indigency  is  created.  In  other  words,  welfare 
medical  assistance  helps  older  people  get  health  care  only  if  they  first 
accept  poverty  and  then  accept  charity. 

Let  me  make  clear  my  belief  that  public  assistance  grants  for  medi- 
cal care  would  still  be  necessary  to  supplement  the  proposed  basic 
hospitalization  program  under  social  security — just  as  old-age  assist- 
ance has  supplemented  old-age  and  survivor's  insurance.  But  it 
should  be  regarded  as  a  second  line  of  defense.  Our  major  reliance 
must  be  to  provide  funds  for  hospital  care  of  our  aged  through  social 
insurance,  supplemented  to  the  extent  possible  by  private  insurance. 

The  hospital  insurance  program  achieves  two  basic  objectives. 
First,  it  protects  against  the  principal  component  of  the  cost  of  a 
serious  illness.    Second,  it  furnishes  a  foundation  upon  which  supple- 
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mentary,  private  programs  can  and  will  be  built.  Together  with 
retirement,  disability,  and  survivors  insurance  benefits,  it  will  help 
eliminate  privation  and  insecurity  in  this  country. 

For  these  reasons,  I  recommend  a  hospital  insurance  program  for 
senior  citizens  under  the  social  security  system  which  would  pay  (1) 
all  costs  of  inpatient  hospital  services  for  up  to  90  days,  with  the 
patient  paying  $10  a  day  for  the  first  9  days  and  at  least  $20,  or,  for 
those  individuals  who  so  elect,  all  such  costs  for  up  to  180  days  with 
the  patient  paying  the  first  2){  days  of  average  costs,  or  all  such  costs 
for  up  to  45  days;  (2)  all  costs  of  care  in  skilled  nursing  home  facilities 
affiliated  with  hospitals  for  up  to  at  least  180  days  after  transfer  of 
the  patient  from  a  hospital;  (3)  all  costs  above  the  first  $20  for  hospital 
outpatient  diagnostic  services;  and  (4)  all  costs  of  up  to  240  home 
health-care  visits  in  any  one  calendar  year  by  community  visiting 
nurses  and  physical  therapists.  Under  this  plan,  the  individual  will 
have  the  option  of  selecting  the  kind  of  insurance  protection  that  will 
be  most  consistent  with  his  economic  resources  and  his  prospective 
health  needs — 45  days  with  no  deductible,  90  days  with  a  maximum 
$90  deductible,  or  180  days  paying  a  "deductible"  equal  to  2%  days  of 
average  hospital  costs.  This  new  element  of  freedom  of  choice  is  a 
major  improvement  over  bills  previously  submitted. 

These  benefits  would  be  available  to  all  aged  social  security  and 
railroad  retirement  beneficiaries,  with  the  costs  paid  from  new  social 
insurance  funds  provided  by  adding  one-quarter  of  1  percent  to  the 
payroll  contributions  made  by  both  employers  and  employees  and  by 
increasing  the  annual  earnings  base  from  $4,800  to  $5,200. 

Hospitals,  skilled  nursing  facilities,  and  community  health-service 
organizations  would  be  paid  for  the  reasonable  costs  of  the  services 
they  furnished.  There  would  be  little  difference  between  the  pro- 
cedures under  the  proposed  program  and  those  already  set  up  and 
accepted  by  hospitals  in  connection  with  Blue  Cross  programs. 

Procedures  would  be  developed,  utilizing  professional  organizations 
and  State  agencies,  for  accrediting  hospitals  and  for  assisting  non- 
accredited  hospitals  and  nursing  facilities  to  become  eligible  to  par- 
ticipate. 

I  also  recommend  a  transition  provision  under  which  the  benefits 
would  be  given  to  those  over  65  today  who  have  not  had  an  oppor- 
tunity to  participate  in  the  social  security  program.  The  cost  of 
providing  these  benefits  would  be  paid  from  general  tax  revenues. 
This  provision  would  be  transitional  inasmuch  as  9  out  of  10  persons 
reaching  the  age  of  65  today  have  social  security  coverage. 

The  program  I  propose  would  pay  the  costs  of  hospital  and  related 
services  but  it  would  not  interfere  with  the  way  treatment  is  pro- 
vided. It  would  not  hinder  in  any  way  the  freedom  of  choice  of 
doctor,  hospital,  or  nurse.  It  would  not  specify  in  any  way  the  kind 
of  medical  or  health  care  or  treatment  to  be  provided  by  the  doctor. 

Health  insurance  for  our  senior  citizens  is  the  most  important 
health  proposal  pending  before  the  Congress.  We  urgently  need  this 
legislation — and  we  need  it  now.  This  is  our  No.  1  objective  for  our 
senior  citizens. 

2.  Improvements  in  medical  care  provisions  under  public  assistance. — ■ 
The  public  assistance  medical  aid  program  should,  as  I  have  said, 
serve  as  a  supplement  to  health  insurance.  I  have  asked  the  Depart- 
ment of  Health,  Education,  and  Welfare  to  continue  its  efforts  to 
encourage  those  States  that  have  not  already  established  programs 
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for  the  medically  indigent  aged  to  do  so  promptly.  I  also  urge  those 
States  which  now  have  incomplete  programs  to  expand  them  to  give 
the  medically  needy  aged  all  the  help  they  need. 

In  addition,  the  basic  welfare  law  authorizing  medical  care  for  those 
on  old-age  assistance  should  now  be  strengthened: 

(a)  First,  in  a  few  States — six  at  this  time — the  scope  of  medical 
care  available  to  the  neediest  group  of  aged  persons,  those  on  old-age 
assistance,  is  more  limited  than  that  which  is  available  to  the  new 
category  established  by  the  Kerr-Mills  Act:  the  "medically  indigent," 
those  aged  persons  who  only  require  assistance  in  meeting  their  medi- 
cal care  costs.  This  is  unfair.  Accordingly,  I  recommend  that  Fed- 
eral law  require  the  States  to  provide  medical  protection  for  their 
aged  receiving  old-age  assistance  at  least  equal  to  that  provided  to 
those  who  are  only  medically  indigent. 

(b)  Second,  under  present  law,  Federal  old-age  assistance  grants 
may  be  used  by  a  State  to  provide  medical  care  in  a  general  hospital 
only  up  to  42  days  for  a  person  suffering  from  mental  illness  or  tuber- 
culosis. This  forces  transfer  of  individuals  who  need  hospitalization 
for  longer  periods  to  State  institutions,  normally  outside  the  com- 
munity. In  my  recent  message  on  mental  illness  and  mental  retarda- 
tion, I  proposed  that  mentally  ill  and  mentally  retarded  persons 
should,  insofar  as  possible,  receive  care  in  community  hospitals  and 
facilities — where  their  prospects  for  treatment  and  restoration  to  use- 
ful life  are  far  better  than  in  the  often-obsolete  custodial  State  insti- 
tutions. Accordingly,  in  order  to  help  improve  the  States'  financial 
capacity  to  provide  these  aged  with  care  in  their  own  communities  for 
longer  periods,  I  recommend  that  the  42-day  limitation  be  eliminated. 

3.  Nursing  homes. — As  a  larger  proportion  of  our  growing  aged 
population  reaches  advanced  ages,  the  need  for  long-term  care  facilities 
is  rapidly  rising.  The  present  backlog  of  need  is  staggering.  Enact- 
ment of  the  hospital  insurance  bill  will  increase  that  need  still  further. 
In  my  message  on  improving  American  health,  I  recommended — and 
again  urge — amendment  of  the  Hill-Burton  Act  to  increase  the  appro- 
priation authorization  for  high  quality  nursing  homes  from  $20  million 
to  $50  million. 

4.  Other  important  health  legislation. — We  not  only  need  a  better 
way  for  the  aged  to  pay  for  their  health  costs;  we  also  need  more 
physicians,  dentists,  and  nurses,  and  more  modern  hospitals  as  well  as 
nursing  homes,  so  that  our  senior  citizens,  and  all  our  people,  can 
continue  to  have  the  best  medical  care  in  the  world.  Older  people 
need  and  use  more  medical  facilities  and  services  than  any  other  age 
group.  For  that  reason,  I  again  urge  enactment  of  previously  recom- 
mended legislation  authorizing  (1)  Federal  matching  funds  for  the 
construction  of  new  and  the  expansion  or  rehabilitation  of  existing 
teaching  facilities  for  the  medical,  dental,  and  other  health  professions; 
(2)  Federal  financial  assistance  for  students  of  medicine,  dentistry, 
and  osteopathy;  (3)  revision  of  the  Hill-Burton  hospital  construction 
program  to  enable  hospitals  to  modernize  and  rehabilitate  their 
facilities;  and  (4)  Federal  legislation  to  help  finance  the  cost  of 
constructing  and  equipping  group  practice  medical  and  dental  facili- 
ties. 

5.  Food  and  drug  protection  for  the  elderly. — Measures  which  safe- 
guard consumers  against  both  actual  danger  and  monetary  loss 
resulting  from  frauds  in  sales  of  unnecessary  or  worthless  dietary 
preparations,  devices,  and  nostrums  are  especially  important  to  the 
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elderly.  It  has  been  estimated  that  consumers  waste  $500  million 
a  year  on  medical  quackery  and  another  $500  million  annually  on 
some  "health  foods"  which  have  no  beneficial  effect.  The  health  of 
the  aged  is  in  jeopardy  from  harmful  and  useless  products  and  they 
are  unable  to  bear  the  financial  loss  from  worthless  products. 

Unnecessary  deaths,  injuries,  and  financial  loss  to  our  senior  citizens 
can  be  expected  to  continue  until  the  law  requires  adequate  testing 
for  safety  and  efficacy  of  products  and  devices  before  they  are  made 
available  to  consumers.  I  therefore  again  urge  that  the  Congress 
extend  the  provisions  of  the  Food,  Drug,  and  Cosmetic  Act  of  1938 
to  include  testing  of  the  safety  and  effectiveness  of  therapeutic  devices, 
to  extend  existing  requirements  for  label  warnings  to  include  household 
articles  which  are  subject  to  the  Food,  Drug,  and  Cosmetic  Act,  and 
to  extend  adequate  factory  inspection  to  foods,  over-the-counter  drugs, 
devices,  and  cosmetics. 

Recent  hearings  conducted  by  Senator  McNamara  and  his  Special 
Committee  on  Aging  have  highlighted  certain  commercial  practices 
of  a  small  portion  of  industry  which  sold  worthless  and  ineffective 
merchandise  to  all  segments  of  our  society,  and  particularly  to  the 
aged.  This  is  an  abuse  of  the  public  trust.  Consequently,  the 
Secretary  of  Health,  Education,  and  Welfare  will  take  necessary  steps 
to  expand  measures  to  supply  consumers,  and  particularly  aged  con- 
sumers, with  information  which  will  enable  them  to  make  more  in- 
formed choices  in  purchasing  foods  and  drugs. 

II.  TAX  BENEFITS 

The  tax  program  I  recently  submitted  to  the  Congress  will,  by 
calendar  year  1965,  reduce  Federal  income  tax  liabilities  for  an  esti- 
mated 3.4  million  persons  aged  65  and  over  by  $790  million.  An  esti- 
mated $470  million  of  this  reduction  will  arise  from  the  general  rate 
reductions  and  certain  other  provisions  affecting  the  aged.  The  other 
$320  million  reduction  results  from  the  replacement  of  the  present 
complicated  retirement  income  credit  and  extra  exemption  with  a  fiat 
$300  tax  credit. 

These  changes  simplify  and  equalize  the  tax  provisions  for  the  aged, 
increase  incentives  for  employment,  assist  those  who  need  help  most, 
and  give  relief  in  meeting  medical  and  drug  costs.  Under  current 
law,  many  inequities  exist  in  the  manner  in  which  different  groups  of 
our  older  citizens  are  treated.  For  example,  because  wage  income 
is  taxed  more  heavily  than  pensions  or  other  retirement  income, 
employment  is  discouraged.  The  retirement  income  credit  for  the 
aged  is  one  of  the  most  complicated  sections  of  the  entire  Internal 
Revenue  Code. 

I  have  recommended  the  substitution  of  a  $300  tax  credit  for  each 
person  over  age  65  in  place  of  the  extra  exemption  and  retirement 
income  credit.  In  addition,  the  limits  on  medical  expense  deductions 
would  be  eliminated  and  the  present  provision  which  limits  deductible 
drug  costs  to  those  in  excess  of  1  percent  of  income  repealed. 

These  proposals  would  benefit  older  taxpayers  who  are  employed  by 
greatly  reducing  the  unfairness  in  taxation  of  income  from  different 
sources.  At  present,  for  instance,  a  couple  65  or  over  with  an  income 
of  $5,000  using  the  standard  deduction  would  pay  a  tax  of  $420  if 
their  income  was  in  salaries  or  wages,  but  only  $31  if  the  $5,000  was 
made  up  of  $1,200  from  earnings,  $1,800  from  social  security,  and 
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$2,000  from  a  private  pension.  Under  my  proposals,  in  neither  case 
would  the  couple  pay  any  tax  whatsoever. 

Furthermore,  at  present  the  maximum  retirement  income,  on  which 
the  retirement  income  credit  is  based,  must  be  reduced  by  the  full 
amount  of  social  security  benefits.  Under  the  new  proposal,  the  $300 
credit  would  also  be  reduced  to  take  account  of  social  security,  but 
only  half  of  the  amount  of  such  benefits  would  be  used  in  calculating 
the  reduction.  Social  security,  railroad  retirement,  and  other  tax- 
free  pensions  would  remain  tax  free. 

These  changes  are  of  particular  benefit  to  elderly  persons  in  the 
low  and  middle  income  brackets.  At  present,  an  elderly  person  can 
be  taxed  if  his  income  exceeds  as  little  as  $1,333.  The  new  tax 
proposals  raise  this  level  so  that  no  single  person  65  or  over  would 
pay  tax  until  his  income  exceeds  $2,900.  An  elderly  couple  would 
pay  taxes  only  on  income  over  $5,788,  as  opposed  to  the  current 
$2,667.  These  increases  in  exemption  of  income,  combined  with  the 
lower  rates  now  proposed,  save  as  much  as  $284  in  reduced  taxes  for  a 
single  person  and  as  much  as  $560  for  a  couple. 

Roughly  half  of  the  $320  million  reduction  in  taxes  paid  by  older 
persons  which  would  be  made  possible  by  the  new  $300  credit  would 
go  to  those  with  incomes  below  $5,000 ;  97  percent  would  go  to  those 
with  incomes  of  less  than  $10,000.  Of  the  total  $790  million  tax 
benefit  which  will  accrue  to  the  aged  as  a  result  of  all  tax  recom- 
mendations, both  reductions  and  reforms,  approximately  90  percent 
will  go  to  those  three  out  of  every  four  elderly  taxpayers  who  receive 
income  from  employment  or  self-employment.  I  again  urge  that  the 
Congress  give  favorable  consideration  to  these  tax  provisions  benefiting 
our  aged  citizens. 

III.  ECONOMIC  SECURITY 

1.  Improvements  in  social  security  insurance. — The  OASDI  system 
is  the  basic  income  maintenance  program  for  our  older  people.  It 
serves  a  vital  purpose.    But  it  must  be  kept  up  to  date. 

My  recommendation  for  financing  hospital  insurance  under  social 
security — by  increasing  the  maximum  taxable  wage  base,  on  which 
benefits  are  computed,  from  $4,800  to  $5,200  a  year — will  auto- 
matically provide  an  improvement  in  future  OASDI  cash  benefits 
for  millions  of  workers,  raising  the  ultimate  maximum  monthly 
benefits  payable  to  a  worker  from  $127  to  $134,  and  for  a  family 
from  $254  to  $268. 

For  the  average  regularly  employed  man  the  social  security  wage 
base  has  become  a  smaller  and  smaller  portion  of  his  earnings,  and 
his  insurance  against  the  loss  of  employment  income  upon  retirement, 
death,  or  disability  is  thus  declining  steadily.  Today  only  39  percent 
of  all  regularly  employed  men  have  all  of  their  earnings  counted  under 
the  $4,800  ceiling.  It  is  generally  agreed  that  the  earnings  base  needs 
to  be  adjusted  from  time  to  time  as  earnings  levels  rise,  and  the  Con- 
gress has  done  so  in  the  past.  Raising  the  wage  base  to  $5,200  will 
still  only  cover  the  total  wages  of  about  50  percent  of  regularly  em- 
ployed men.  This  increase  in  the  social  security  wage  base  is  sound, 
beneficial,  and  necessary. 

The  entire  relationship  between  benefits  and  wages,  however,  needs 
to  be  reexamined.  As  required  by  the  Social  Security  Act,  the  Secre- 
tary of  Healthy  Education,  and  Welfare  will  soon  appoint  an  Advisory 
Council  on  Social  Security  Financing.   I  am  directing  him  to  charge 
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this  Council  with  the  obligation  to  review  the  status  of  the  social  secur- 
ity trust  funds  in  relation  to  the  long-term  commitments  of  the  social 
security  program,  and  to  study  and  report  on  extensions  of  protection 
and  coverage  at  all  levels  of  earnings,  the  adequacy  of  benefits,  the 
desirability  of  improving  the  present  retirement  test,  and  other  related 
aspects  of  the  social  security  system.  The  results  of  the  Council's 
work  should  provide  a  sound  basis  for  continued  improvement  of  the 
program,  keeping  it  abreast  of  changes  in  the  economy. 

2.  Improvements  in  old-age  assistance. — In  the  fiscal  year  1964  the 
Federal  Government  will  provide  grants  to  the  States  of  about  $1.5 
billion  under  the  old-age  assistance  program.  I  recommend  three 
improvements  in  the  equity  and  effectiveness  of  this  program,  in  addi- 
tion to  the  two  medical  payments  changes  previously  mentioned : 

First,  under  existing  Federal  law,  States  are  permitted  to  require  up 
to  5  years'  residence  for  eligibility  under  the  old-age  assistance  program. 
Currently,  20  States  impose  the  maximum  5-year  requirement,  3 
States  require  fewer  than  5  years  but  more  than  1,  and  the  remaining 
States  require  1  year  or  less. 

Lengthy  residence  requirements  are  an  unnecessary  restriction  on 
elderly  people  receiving  public  assistance  who  would  like  to  move  to 
another  State  to  be  near  a  child  or  other  relative.  Others  in  need,  not 
previously  receiving  such  assistance,  find  themselves  in  a  "no  man's 
land,"  with  no  aid  at  all  and  no  place  to  turn  because  they  have  not 
lived  long  enough  in  the  State  of  their  present  residence.  To  insure 
that  our  Federal-State  public  assistance  program  can  help  all  of  our 
needy  aged,  I  recommend  that  the  maximum  period  of  residence 
which  may  be  required  for  eligibility  be  gradually  reduced  to  1  year 
by  1970.  This  change  does  not  represent  an  expansion  of  the  program 
or  a  significant  cost  to  the  Federal  Government  or  any  individual 
State;  and  it  will  simplify  administration  by  eliminating  many  detailed 
investigations  of  residence. 

Second,  a  problem  of  increasing  proportions  found  among  our  needy 
citizens  is  the  difficulty  some  have  in  properly  handling  the  money 
which  they  receive  from  a  public  welfare  agency.  Of  the  more  than 
2  million  recipients  of  old-age  assistance,  over  half  are  75  years  or 
older,  1  in  3  is  80  or  more,  and  1  in  8  is  over  85.  One-third  are  con- 
fined to  their  homes  or  require  help  from  others  because  of  physical  or 
mental  disability  and  almost  9  percent  are  in  nursing  homes  and  other 
institutions.  Among  this  group  some  lose  their  assistance  payments 
through  forgetfulness;  others  are  defrauded  by  unscrupulous  persons. 
Obviously  many  of  these  aged  beneficiaries  who  are  not  in  need  of  legal 
guardians,  should  nevertheless  have  help  in  handling  their  money;  yet 
current  provisions  of  the  Federal  law  tend  to  make  it  difficult  for  States 
to  provide  necessary  protective  services. 

I  therefore  recommend  that  the  old-age  assistance  program  be  modi- 
fied to  permit  Federal  participation  in  protective  payments  made  to 
a  third  party  in  behalf  of  needy  aged  individuals.  This  would  be 
comparable  to  provisions  adopted  last  year  for  dependent  children. 

Third,  many  of  our  older  people,  with  very  limited  income,  live  in 
rental  housing  which  falls  far  short  of  any  reasonable  standard  of 
health  or  safety.  As  mentioned  earlier,  among  households  headed 
by  a  person  65  years  of  age  or  over  who  live  in  rented  housing,  nearly 
40  percent  are  in  quarters  classified  as  substandard.  Yet  they  are 
frequently  charged  exorbitant  rents  for  this  housing. 
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It  is  estimated  that  old-age  assistance  payments  presently  going 
into  payments  of  rent  equal  some  half  a  billion  dollars  a  year — a  fourth 
of  the  $2  billion  total  that  is  expended  in  Federal,  State,  and  local 
funds  for  all  old-age  assistance.  These  funds  should  not  subsidize 
substandard  housing.  The  establishment  of  State  rental  housing 
standards  is  long  overdue.  I  therefore  recommend  that,  as  a  condi- 
tion for  receiving  Federal  grants  for  old-age  assistance,  a  State's  plan 
must  establish  and  maintain  standards  of  health  and  safety  for  housing 
rented  to  recipients  of  old-age  assistance.  There  is  a  precedent  for 
such  a  plan  requirement  in  the  1950  legislation  which  required  the 
establishment  of  similar  standards  for  institutions 

IV.  EMPLOYMENT  OPPORTUNITIES 

The  Nation's  economic  development,  coupled  with  the  growth  of 
its  social  insurance  and  private  pension  plans,  has  brought  to  our 
aged  deserved  opportunities  for  leisure  and  retirement.  While  the 
number  of  persons  65  and  over  has  almost  doubled  since  1940,  only 
13  percent  are  now  in  the  labor  force — half  the  1940  percentage. 

Retirement,  however,  should  be  through  choice,  not  through  com- 
pulsion due  to  the  lack  of  employment  opportunities.  For  many  of 
our  aged,  social  security  and  retirement  benefits  are  not  a  satisfactory 
substitute  for  a  pay  check.  Many  of  those  who  are  able  to  work 
need  to  work  and  want  to  work.  But,  often  knowingly  and  some- 
times unwittingly,  industrialization  and  related  social  and  economic 
trends  have  progressively  limited  the  possibilities  for  gainful  employ- 
ment for  many  of  our  older  citizens.  The  gradual  decline  in  agricul- 
tural employment,  for  example,  has  reduced  the  traditional  job  oppor- 
tunities which  farming  once  provided  for  older  persons.  Employment 
in  the  expanding  sectors  of  our  economy  is  too  often  attended  by  com- 
pulsory retirement  programs  or  by  age  discrimination  practices. 
Older  workers,  if  not  protected  by  seniority,  are  among  the  first  to 
be  laid  off — and  men  65  and  older  are  twice  as  likely  to  remain  un- 
employed for  26  weeks  or  more  as  are  other  unemployed  workers. 

Denial  of  employment  opportunity  to  older  persons  is  a  personal 
tragedy.  It  is  also  a  national  extravagance,  wasteful  of  human 
resources.  No  economy  can  reach  its  maximum  productivity  while 
failing  to  use  the  skills,  talents,  and  experience  of  willing  workers. 

Rules  of  employment  that  are  based  on  the  calendar  rather  than 
upon  ability  are  not  good  rules,  nor  are  they  realistic.  Studies  of  the 
Department  of  Labor  show  that  large  numbers  of  older  workers  can 
exceed  the  average  performance  of  younger  workers,  and  with  added 
steadiness,  loyalty,  and  dependability. 

In  the  Federal  Government  a  number  of  steps  are  being  taken  to 
facilitate  employment  opportunities  for  older  workers. 

I  am  directing  each  agency  to  honor  fully  both  the  spirit  and  the 
letter  of  official  Federal  policy  to  evaluate  each  older  applicant  or 
employee  on  the  basis  of  ability,  not  age.  I  am  asking  all  Federal 
agencies  to  review  their  current  policies  and  practices  in  order  to 
insure  that  full  consideration  is  given  to  the  skills  and  experience  of 
older  workers.  I  urge  all  employers,  private  and  public,  to  adopt  a 
similar  policy. 

I  have  recommended  that  Congress  increase  the  funds  for  the 
Federal-State  Employment  Service  so  that  the  strengthening  and 
expansion  of  its  counseling  and  placement  services,  started  in  the  first 
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year  of  this  administration,  may  be  continued.  The  public  employ- 
ment offices  will  continue  to  give  special  attention  to  promoting 
employment  and  employment  prospects  for  older  workers. 

I  have  also  recommended  a  substantial  expansion  in  funds  for  the 
training  programs  under  the  Manpower  Development  and  Training 
Act  and  the  Area  Redevelopment  Act — both  enacted  within  the  past 
2  years.  The  Secretary  of  Labor  will  launch  this  year  a  series  of 
experimental  and  demonstration  programs  designed  to  assist  older 
workers  to  make  the  best  possible  use  of  training  opportunities  in  their 
communities  and  to  test  new  classroom  and  counseling  techniques. 

These  efforts  are  only  a  bare  beginning.  Our  Nation  must  under- 
take an  imaginative  and  far-reaching  effort — in  both  the  public  and 
private  sectors  of  our  society — for  the  development  of  new  approaches 
and  new  paths  to  the  employment  of  older  citizens.  This  will  require 
a  sharp  new  look  at  retirement  and  personnel  patterns,  part-time  work 
opportunities,  restrictive  pension  plans,  possible  incentives  to  em- 
ployers, and  a  host  of  other  traditional  or  future  practices.  To  give 
impetus  to  this  nationwide  reappraisal,  I  propose  two  immediate 
actions. 

First,  I  recommend  legislation  to  establish  a  new  5-year  program 
of  grants  for  experimental  and  demonstration  projects  to  stimulate 
needed  employment  opportunities  for  our  aged.  The  Federal  Govern- 
ment through  the  Department  of  Labor  would  provide  up  to  $10  mil- 
lion per  year  on  a  matching  basis  to  State  and  local  governments  or 
approved  nonprofit  institutions  for  experiments  in  the  use  of  elderly 
persons  in  providing  needed  services.  They  would  be  employed  in 
such  activities  as  school  lunch  hour  relief,  child  care  in  centers  for 
working  mothers,  home  care  for  invalids,  and  assistance  in  schools, 
vocational  training,  and  programs  to  prevent  juvenile  delinquency. 
Precautions  would  be  taken  to  insure  that  no  project  would  result  in 
any  displacement  of  present  employees  and  that  wages  would  be 
reasonably  consistent  with  those  for  comparable  work  in  the  locality. 

Second,  I  have  directed  the  President's  Council  on  Aging,  in  con- 
sultation with  private  organizations  and  citizens,  to  undertake  a 
searching  reappraisal  of  problems  of  employment  opportunities  for 
the  aged  and  to  report  to  me  by  October  31,  1963,  on  what  action  is 
desirable  and  necessary. 

In  addition,  voluntary  service  by  older  persons  can  both  demon- 
strate their  continued  skill  and  provide  useful  activity  for  those  re- 
tired from  gainful  employment  but  anxious  to  make  use  of  their  talents. 
Enactment  of  the  National  Service  Corps  recommended  last  week  is 
urged  again  as  a  constructive  opportunity  for  senior  citizens  to  serve 
their  local  communities. 

This  program  would  provide  an  ideal  outlet  for  those  whose  energy, 
idealism,  and  ability  did  not  suddenly  end  in  retirement.  In  the  labor 
force  in  1960,  there  were  more  than  6K  million  men  and  women  60 
years  of  age  or  older.  They  included  126,000  public  school  teachers, 
25,000  lawyers,  3,000  dietitians  and  nutritionists,  18,000  college  faculty 
members,  12,000  social  welfare  and  recreation  workers,  11,000  librar- 
ians, 32,000  physicians  and  surgeons,  and  43,000  professional  nurses. 
Many  of  these  people  have  now  retired.  Others  are  ready  to  retire 
or  would  retire  if  they  saw  further  useful  career  activity  ahead. 

The  Peace  Corps,  which  has  no  upper  age  limit,  has  already  drawn 
upon  this  reservoir  of  talent — and  corpsmen  in  'heir  sixties  and 
seventies  are  today  serving  with  distinction  in  Africa,  Asia,  and  South 
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America.  More  are  needed.  The  proposed  National  Service  Corps 
can  also  use  retired  men  and  women  to  good  advantage.  Retired 
teachers,  for  example,  have  the  freedom  which  would  enable  them  to 
travel  with  migrant  workers  who  are  not  in  a  community  long  enough 
to  enter  their  children  in  school.  The  patience  that  comes  with  age 
will  be  an  asset  in  work  with  the  mentally  retarded  and  the  mentally 
ill.  This  program  can  be  particularly  helpful  to,  and  helped  by,  our 
older  citizens. 

v.  HOUSING 

Adequate  housing  is  essential  to  a  full,  satisfying  life  for  all  age 
groups  in  our  population.  The  elderly  have  special  needs  for  housing 
designed  to  sustain  their  independence  even  when  disability  occurs, 
and  to  promote  dignity,  self-respect,  and  usefulness  in  later  years. 
Yet  millions  of  older  people  are  forced  to  live  in  inferior  homes  because 
they  cannot  find  or  afford  better.  Nearly  half  of  our  people  65  and 
older,  it  has  been  estimated,  live  in  substandard  housing  or  in  housing 
unsuited  to  their  special  needs. 

In  the  past  2  years  the  Congress  and  the  executive  branch  have 
taken  major  strides  to  assist  in  providing  housing  specially  designed 
for  the  elderly.  Under  the  three  special  programs  administered  by 
the  Housing  and  Home  Finance  Agency — mortgage  insurance,  direct 
loans,  and  public  housing — commitments  have  been  issued  for  the 
construction  of  49,000  units  of  specially  designed  housing  for  the 
elderly.  This  almost  tripled  the  total  investment  in  special  housing 
for  the  aged  aided  by  the  Federal  Government,  raising  it  from  $336 
million  at  the  end  of  calendar  1960  to  $950  million  at  the  end  of  1962. 

The  following  steps  are  essential  this  year: 

(a)  Direct  loan  assistance. — The  direct  loan  program  for  housing  for 
senior  citizens  is  rapidly  using  up  all  available  funds  under  existing 
appropriations  and  authorizations.  Moreover,  no  appropriation  has 
yet  been  made  to  put  into  operation  the  new  authority  provided  last 
fall  to  the  Secretary  of  Agriculture  to  make  loans  for  rental  housing 
in  rural  areas  for  elderly  persons  and  families  of  low  and  moderate 
incomes. 

To  expand  the  Federal  contribution  toward  meeting  the  housing 
needs  of  senior  citizens  through  direct  loans  I  have  included  in  the 
1964  budget  a  supplemental  appropriation  for  fiscal  1963  and  requested 
a  further  increase  of  $125  million  for  1964  in  appropriations  for  the 
Housing  and  Home  Finance  Agency.  I  have  also  requested  a  supple- 
mental appropriation  of  $5  million  for  1963  to  initiate  the  new  rental 
housing  program  for  elderly  persons  in  rural  areas  and  requested  an 
additional  $5  million  for  1964.  I  urge  favorable  consideration  of  these 
requests. 

(b)  Group  residential  facilities. — -For  the  great  majority  of  the 
Nation's  older  people  the  years  of  retirement  should  be  years  of 
activity  and  self-reliance.  A  substantial  minority,  however,  while 
still  relatively  independent,  require  modest  assistance  in  one  or  more 
major  aspects  of  their  daily  living.  Many  have  become  frail  physically 
and  may  need  help  in  preparing  meals,  caring  for  living  quarters,  and 
sometimes  limited  nursing. 

This  group  does  not  require  care  in  restorative  nursing  homes  or  in 
terminal  custodial  facilities.  They  can  generally  walk  without  assist- 
ance, eat  in  a  dining  room,  and  come  and  go  in  the  community  with 
considerable  independence.    They  want  to  have  privacy,  but  also 
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community  life  and  activity  within  the  limits  of  their  capacity.  They 
do  not  wish  to  be  shunted  to  an  institution,  but  often  they  have  used 
up  their  resources,  and  family  and  friends  are  not  available  for  sup- 
port. What  they  do  need  most  is  a  facility  with  housekeeping  assist- 
ance, central  food  service,  and  minor  nursing  from  time  to  time.  The 
provision  of  such  facilities  would  defer  for  many  years  the  much  more 
expensive  type  of  nursing  home  or  hospital  care  which  would  other- 
wise be  required. 

To  meet  the  special  needs  of  this  group,  facilities  have  been  con- 
structed in  many  communities,  and  many  more  should  be  constructed. 
Such  buildings  can  be  small,  with  facilities  for  group  dining,  recreation, 
and  health  services;  and  they  should  be  integrated  with  the  various 
community  resources  which  can  sustain  and  encourage  independent 
living  as  long  as  possible.  I  am  requesting  (a)  that  the  Housing  and 
Home  Finance  Administrator  give  greater  emphasis  to  the  construc- 
tion of  group  residences  suitable  for  older  families  and  individuals 
who  need  this  partial  personal  care,  and  (b)  that  the  Secretary  of 
Health,  Education,  and  Welfare,  using  the  funds  under  the  proposed 
Senior  Citizen's  Act  and  other  resources  already  available  to  his 
Department,  work  with  communities  to  assure  that  health  and  social 
services  are  provided  efficiently  for  the  residents  of  such  facilities  in 
accordance  with  comprehensive  local  plans. 

(c)  Eligibility  of  single  elderly  persons  for  moderate  income  housing. — 
One  of  the  new  programs  authorized  by  the  Housing  Act  of  1961 
which  is  already  achieving  substantial  success  finances  rental  housing, 
at  below-market  rates  of  interest,  for  families  whose  incomes  are  not- 
low  enough  to  qualify  for  public  housing,  but  not  high  enough  to 
afford  housing  financed  on  private  market  terms.  This  program  is 
providing  good  housing  to  many  moderate  income  families  of  all  ages 
caught  in  the  income  squeeze.  However,  under  the  law  it  is  limited 
to  famdies;  single  persons  are  not  included.  About  half  of  America's 
senior  citizens  are  in  a  single  or  widowed  status  and  therefore  cannot 
obtain  the  benefits  of  such  housing.  Modification  of  this  program  is 
needed  if  it  is  to  serve  them.  I  recommend  that  the  Congress  amend 
the  law  to  make  single  elderly  persons  eligible,  if  they  otherwise 
qualify,  to  live  in  housing  financed  under  section  221(d)(3)  of  the 
National  Housing  Act. 

(d)  Home  financing. — Many  of  the  homes  of  our  older  citizens 
require  modernization  or  rehabilitation.  Other  older  citizens  need 
or  prefer  to  sell  their  homes  and  realize  their  investment  in  it.  Unfor- 
tunately, such  actions  too  often  involve  a  substantial  financial  sac- 
rifice. I  am  directing  the  President's  Council  on  Aging  to  study  these 
problems  and  develop  a  program  to  assist  older  citizens  with  the 
modernization,  rehabilitation,  or  sale  of  their  individually  owned 
homes,  such  program  to  be  submitted  to  me  by  October  31  of  this  year. 

VI.  COMMUNITY  ACTION 

The  heart  of  our  program  for  the  elderly  must  be  opportunity  for 
and  actual  service  to  our  older  citizens  in  their  home  communities. 
The  loneliness  or  apathy  which  exists  among  many  of  our  aged  is 
heightened  by  the  wall  of  inertia  which  often  exists  between  them  and 
their  community. 

We  must  remove  this  wall  by  planned,  comprehensive  action  to 
stimulate  or  provide  not  only  opportunities  for  employment  and 
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community  services  by  our  older  citizens  but  the  full  range  of  the 
various  facilities  and  services  which  aged  individuals  need  for  com- 
fortable and  meaningful  life.  I  believe  that  in  each  State  government 
specific  responsibility  should  be  clearly  assigned  for  stimulating  and 
coordinating  programs  on  aging;  and  that  every  locality  of  25,000 
population  or  above  should  make  similar  provision,  possibly  in  the 
form  of  a  community  health  and  welfare  council  with  a  strong  section 
on  aging. 

The  Federal  Government  can  assume  a  significant  leadership  role 
in  stimulating  such  actions.  To  do  this,  I  recommend  a  5-year 
program  of  assistance  to  State  and  local  agencies  and  voluntary 
organizations  for  planning  and  developing  services;  for  research, 
demonstration,  and  training  projects  leading  to  new  or  improved 
programs  to  aid  older  people;  and  for  construction,  renovation,  and 
equipment  of  public  and  nonprofit  multipurpose  activity  and  recrea- 
tional centers  for  the  elderly. 

The  assistance  to  be  provided  under  this  legislation  will  not  dupli- 
cate other  grant  programs;  indeed,  it  will  make  possible  the  more 
effective  use  of  grants  for  such  purposes  as  health,  housing,  and  other 
services.  Developing  a  comprehensive  community  plan  will  enable 
communities  to  discover  where  gaps  exist,  where  unnecessary  dupli- 
cations lie,  where  health  grants  are  most  needed,  and  where  sound 
social  service  or  adult  education  or  senior  housing  developments 
should  be  strengthened. 

Among  the  demonstration  projects  which  can  be  developed  under 
this  program  would  be  the  establishment  of  single,  one-stop  centralized 
information  and  referral  offices,  to  avoid  the  need  of  an  aged  person 
seeking  assistance  from  as  many  as  a  dozen  agencies  before  finding 
the  particular  service  or  combination  of  services  he  needs — and  the 
construction  of  multipurpose  activity  centers  providing  older  people 
with  educational  experiences  promoting  health,  literacy,  and  mental 
alertness,  with  information  concerning  available  community  services, 
and  with  an  opportunity  to  volunteer  for  helping  others  in  a  variety 
of  community  programs. 

This  legislation  is  of  real  importance  to  our  older  citizens,  and  to  the 
State  and  local  agencies  which  can  be  strengthened  by  it.  I  strongly 
urge  its  enactment. 

VII.  OTHER  LEGISLATION 

Other  measures  previously  recommended  and  not  specifically 
designed  for  older  citizens  can  be  of  immense  benefit  to  them.  For 
example : 

Too  many  senior  citizens  are  wasting  away  in  obsolete  mental 
institutions  without  adequate  treatment  or  care.  The  mental  health 
program  previously  recommended  can  help  restore  many  of  them  to 
their  communities  and  homes. 

Too  many  elderly  people  with  small  incomes  skimp  on  food  at  a 
time  when  their  health  requires  greater  quantity,  variety,  and  balance 
in  their  diets.  The  pilot  food  stamp  program  recommended  in  my 
farm  message  could  improve  their  nutrition  and  health. 

Of  the  more  than  17K  million  persons  aged  65  and  over,  about  14 
million  did  not  finish  high  school,  some  6  million  of  these  did  not  finish 
grade  school,  and  over  1  million  received  no  education  at  all.  The 
comprehensive  education  program  previously  recommended  would 
encourage  Federal-State  programs  of  general  university  extension  for 
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those  previously  unable  to  take  college  courses,  and  adult  basic  educa- 
tion for  those  who  are  considered  to  be  functionally  illiterate.  The 
largest  percentage  of  illiteracy  still  existing  in  this  country  is  found 
among  men  and  women  65  and  over.  To  gain  the  ability  to  read  and 
write  could  bring  them  a  new  vision  of  the  world  in  their  later  years. 
Increased  library  services  provided  under  this  program  would  also  be 
of  particular  interest  to  older  people. 

Finally,  the  District  of  Columbia  should  make  every  effort  to  take 
full  advantage  of  Federal  legislation  aiding  senior  citizens.  There  is 
no  reason  why  the  District  of  Columbia"  should  not  be  a  leader  and  a 
model  in  its  community  senior  citizen  program. 

Conclusion 

Our  aged  have  not  been  singled  out  in  this  special  message  to  segre- 
gate them  from  other  citizens.  Rather,  I  have  sought  to  emphasize 
the  important  values  that  can  accrue  to  us  as  a  nation  if  we  would  but 
recognize  fully  the  facts  concerning  our  older  citizens — their  numbers, 
their  situation  in  the  modern  world,  and  their  unutilized  potential. 

Our  national  record  in  providing  for  our  aged  is  a  proud  and  hopeful 
one.  But  it  can  and  must  improve.  We  can  continue  to  move  for- 
ward by  building  needed  Federal  programs,  by  developing  means  for 
comprehensive  action  in  our  communities,  and  by  doing  all  we  can,  as 
a  nation  and  as  individuals,  to  enable  our  senior  citizens  to  achieve 
both  a  better  standard  of  life  and  a  more  active,  useful  and  meaningful 
role  in  a  society  that  owes  them  much  and  can  still  learn  much  from 
them. 

John  F.  Kennedy. 

The  White  House,  February  21,  1963. 
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To  the  Congress  of  the  United  States: 

The  American  people  are  not  satisfied  with  better-than-average 
health.  As  a  Nation,  they  want,  they  need,  and  they  can  afford  the 
best  of  health: 

— not  just  for  those  of  comfortable  means 
— but  for  all  our  citizens,  old  and  young,  rich  and  poor. 
In  America, 

•  There  is  no  need  and  no  room  for  second-class  health  services. 

•  There  is  no  need  and  no  room  for  denying  to  any  of  our  people 
the  wonders  of  modern  medicine. 

•  There  is  no  need  and  no  room  for  elderly  people  to  suffer  the 
personal  economic  disaster  to  which  major  Ulness  all  too  com- 
monly exposes  them. 

In  seeking  health  improvements,  we  build  on  the  past.  For  in  the 
conquest  oj  ill  health  our  record  is  already  a  proud  one: 

— American  medical  research  continues  to  score  remarkable 
advances. 

— We  have  mastered  most  of  the  major  contagious  diseases. 
— Our  life  expectancy  is  increasing  steadily. 

— The  overall  quality  of  our  physicians,  dentists,  and  other  health 
workers,  of  our  professional'schools,  and  of  our  hospitals  and 
laboratories  is  unexcelled. 

— Basic  health  protection  is  becoming  more  and  more  broadly 
available. 
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Federal  programs  have  played  a  major  role  in  these  advances: 

•  Federal  expenditures  in  the  fiscal  1965  budget  for  health  and 
health-related  programs  total  $5.4  billion — about  double  the 
amount  of  8  years  ago. 

•  Federal  participation  and  stimulus  are  partly  responsible  for 
the  fact  that  last  year — in  1963 — the  Nation's  total  health 
expenditures  reached  an  unprecedented  high  of  $34  billion,  or 
6  percent  of  the  gross  national  product. 

But  progress  means  new  problems: 

— As  the  lifespan  lengthens,  the  need  for  health  services  grows. 
— As  medical  science  grows  more  complex,  health  care  becomes 

more  expensive. 
— As  people  move  to  urban  centers,  health  hazards  rise. 
— As  population,  which  has  increased  27  percent  since  1950, 

continues  to  grow  a  greater  strain  is  put  on  our  limited  supply 

of  trained  personnel. 
Even  worse,  perhaps,  are  those  problems  that  reflect  the  unequal 
sharing  of  the  health  services  we  have: 

— Thousands  suffer  from  diseases  for  which  preventive  measures 

are  known  but  not  applied. 
— Thousands  of  babies  die  needlessly;  nine  other  nations  have 

lower  infant  death  rates  than  ours. 
— Half  of  the  young  men  found  unqualified  for  military  service 

are  rejected  for  medical  reasons;  most  of  them  come  from  poor 

homes. 

Clearly,  too  many  Americans  still  are  cut  off  by  low  incomes  from 
adequate  health  services.  Too  many  older  people  are  still  deprived 
of  hope  and  dignity  by  prolonged  and  costly  illness.  The  linkage 
between  ill  health  and  povertj^  in  America  is  still  all  too  plain. 

In  its  1st  session,  the  88th  Congress  made  some  important  advances 
on  the  health  front: 

•  It  acted  to  increase  our  supply  of  physicians  and  dentists. 

•  It  began  a  nationwide  attack  on  mental  illness  and  mental 
retardation. 

•  And  it  strengthened  our  efforts  against  air  pollution. 

But  our  remaining  agenda  is  long,  and  it  will  be  unfinished  until 
each  American  enjoys  the  full  benefits  of  modern  medical  knowledge. 

Part  of  this  agenda  concerns  a  direct  attack  on  that  particular 
companion  of  poor  health — poverty.  Above  all,  we  must  see  to  it 
that  all  of  our  children,  whatever  the  economic  condition  of  then- 
parents,  can  start  life  with  sound  minds  and  bodies. 

My  message  to  the  Congress  on  poverty  will  set  forth  measures 
designed  to  advance  us  toward  this  goal. 

In  today's  message,  I  present  the  rest  of  this  year's  agenda  for 
America's  good  health. 

I.  Hospital  Insurance  for  the  Aged 

Nearly  30  years  ago,  this  Nation  took  the  first  long  step  to  meet  the 
needs  of  its  older  citizens  by  adopting  the  social  security  program. 
Today,  most  Americans  look  toward  retirement  with  some  confidence 
that  they  will  be  able  to  meet  their  basic  needs  for  food  and  shelter. 
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But  many  of  our  older  citizens  are  still  defenseless  against  the  heavy 
medical  costs  of  severe  illness  or  disability: 

— -One-third  of  the  aged  who  are  forced  to  ask  for  old-age  assist- 
ance do  so  because  of  ill  health,  and  one-third  of  our  public 
assistance  funds  going  to  older  people  is  spent  for  medical  care. 
■ — For  many  others,  serious  illness  wipes  out  savings  and  carries 

their  families  into  poverty. 
— -For  these  people,  old  age  can  be  a  dark  corridor  of  fear. 
The  irony  is  that  this  problem  stems  in  part  from  the  surging 
progress  in  medical  science  and  medical  techniques — the  same  prog- 
ress that  has  brought  longer  life  to  Americans  as  a  whole. 

Modern  medical  care  is  marvelously  effective — but  increasingly  expensive. 

•  Daily  hospital  costs  are  now  four  times  as  high  as  they  were  in 
1946 — now  averaging  about  $37  a  day. 

•  In  contrast,  the  average  social  security  benefit  is  just  $77  a 
month  for  retired  workers  and  $67  a  month  for  widows. 

Existing  "solutions"  to  these  problems  are  (1)  private  health  insur- 
ance plans  and  (2)  welfare  medical  assistance.  No  one  of  them  is 
adequate,  nor  are  they  in  combination: 

•  Private  insurance,  when  available,  usually  costs  more  than  the 
average  retired  couple  can  afford. 

•  Welfare  medical  assistance  for  theaged  is  not  available  in 
many  States — and  where  it  is  available,  it  includes  a  need 
test  to  which  older  citizens,  with  a  lifetime  of  honorable, 
productive  work  behind  them,  should  not  be  subjected. 

This  situation  is  not  new. 

For  more  than  a  decade  we  have  failed  to  meet  the  problem. 

There  is  a  sound  and  workable  solution.  Hospital  insurance  based 
on  social  security  payments  is  clearly  the  best  method  of  meeting  the 
need.  It  is  a  logical  extension  of  the  principle — established  in  1935 
and  confirmed  time  after  time  by  the  Congress — that  provision  should 
be  made  for  later  years  during  the  course  of  a  lifetime  of  employment. 
Therefore: 

I  recommend  a  hospital  insurance  program  for  the  aged  aimed  at 
two  basic  goals: 

First,  it  should  protect  against  the  heaviest  costs  of  a  serious 
illness — the  costs  of  hospital  and  skilled  nursing  home  care,  home 
health  services,  and  outpatient  hospital  diagnostic  services. 

Second,  it  should  provide  a  base  that  related  private  programs 
can  supplement. 
To  achieve  these  goals: 

1.  These  benefits  should  be  available  to  everyone  who  reaches  65. 

2.  Benefit  payments  should  cover  the  cost  of  services  customarily 
furnished  in  semiprivate  accommodations  in  a  hospital,  but  not 
the  cost  of  the  services  of  personal  physicians. 

3.  The  financing  should  be  soundly  funded  through  the  social  security 
system. 

4.  One-quarter  of  1  percent  should  be  added  to  the  social  security  con- 
tribution paid  by  employers  and  by  employees. 

5.  The  annual  earnings  subject  to  social  security  taxes  should  be 
increased  from  $4,800  to  $5,200. 

6.  For  those  not  now  covered  by  social  security,  the  cost  of  similar 
protection  would  be  provided  from  the  administrative  budget. 
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Under  this  proposal,  the  costs  of  hospital  and  related  services  can  be 
met  without  any  interference  whatever  with  the  method  of  treatment. 
The  arrangement  would  in  no  way  hinder  the  patient's  freedom  to 
choose  his  doctor,  hospital,  or  nurse. 

The  only  change  would  be  in  the  manner  in  which  individuals  would 
finance  the  hospital  costs  of  their  later  years.  The  average  worker 
under  social  security  would  contribute  about  a  dollar  a  month  during 
his  working  life  to  protect  himself  in  old  age  in  a  dignified  manner 
against  the  devastating  costs  of  prolonged  hospitalization. 

Hospitalization,  however,  is  not  the  end  of  older  people's  medical 
needs.  Many  aged  individuals  will  have  medical  expenses  that  will 
be  covered  neither  by  social  security,  hospital  insurance,  nor  by  pri- 
vate insurance. 

Therefore,  I  urge  all  States  to  adopt  adequate  programs  of  medical 
assistance  under  the  Kerr-Mills  legislation.  This  assistance  is  needed 
now.  And  it  will  be  needed  later  as  a  supplement  to  hospital  in- 
surance. 

II.  Health  Facilities 

Good  health  is  the  product  of  well-trained  people  working  in  modern 
and  efficient  hospitals  and  other  facilities. 

Extension  and  expansion  of  Hill-Burton  program 

We  can  be  proud  of  the  many  fine  hospitals  throughout  the  country 
which  were  made  possible  in  the  last  16  years  by  the  Hill-Burton  pro- 
gram of  Federal  aid. 

But  there  is  more  still  to  be  done: 

— too  often  a  sick  patient  must  wait  until  a  hospital  bed  becomes 
available ; 

— -too  many  hospitals  are  old  and  poorly  equipped ; 
— -new  kinds  of  facilities  are  needed  to  care  for  the  aged  and  the 
chronically  ill. 

/  recommend  that  the  Hill-Burton  program — scheduled  to  end  on 
June  30,  1964 — be  extended  for  an  additional  5  years  including  the 
amendments  outlined  below. 

1.  Planning 

Hospital  care  costs  too  much  to  permit  duplication,  inefficiency,  or 
extravagance  in  building  and  locating  hospitals.  Individual  hospitals 
and  other  health  facilities  should  be  located  where  they  are  most 
needed.  Together,  these  facilities  in  a  community  should  provide 
the  services  needed  by  its  citizens.    This  means  planning.  Therefore: 

(a)  /  recommend  that  the  Congress  authorize  special  grants  to 
public  and  nonprofit  agencies  to  assist  them  in  developing  compre- 
hensive area,  regional,  and  local  plans  for  health  and  related  facilities. 

(b)  I  also  recommend  that  limited  matching  funds  be  made  available 
to  help  State  agencies  meet  part  of  their  costs  of  administering  the 
Hill-Burton  program,  so  that  these  agencies  can  plan  wisely  for  our 
hospital  systems. 

2.  Modernization 

The  Hill-Burton  program  has  done  much  to  help  build  general 
hospitals  where  they  were  most  needed  when  the  program  began — 
particularly  in  rural  areas. 


HEALTH  OF  THE  NATION 


5 


While  rural  and  suburban  areas  have  been  acquiring  modern 
facilities,  city  hospitals  have  become  more  and  more  obsolete  and 
inefficient.    Yet  city  hospitals  are  largely  responsible 

— for  applying  the  latest  discoveries  of  medical  science; 
- — -for  teaching  the  new  generations  of  practitioners; 
—  for  setting  the  pace  and  direction  in  care  of  the  sick. 
They  must  have  adequate  facilities. 

A  recent  study  showed  that  it  could  cost  $3.6  billion  to  modernize 
and  replace  existing  antiquated  facilities — more  than  three  times  our 
annual  expenditures  for  construction  of  all  health  facilities. 

The  present  Hill-Burton  Act  cannot  meet  this  critical  need.  Further 
neglect  will  only  aggravate  the  problem.  Therefore: 

(c)  /  recommend  that  the  act  be  amended  to  authorize  a  new 
program  of  grants  to  help  public  and  nonprofit  agencies  modernize  or 
replace  hospital  and  related  health  facilities. 

3.  Long-term  care  facilities 

Our  lengthening  lifespan  has  brought  with  it  an  increase  in  chronic 
diseases.    This  swells  our  need  for  long-term  care  facilities. 

We  have  been  making  some  progress  in  meeting  the  backlog  of 
demand  for  nursing  homes  and  chronic  disease  hospitals.  But  there 
is  still  a  deficit  of  over  500,000  beds  for  the  care  of  long-term  patients. 

This  is  a  national  health  problem. 

Our  communities  need  better  and  more  facilities  to  deal  with  pro- 
longed illness,  and  to  make  community  planning  of  these  facilities 
more  effective.  Therefore: 

(d)  /  recommend  that  the  separate  grant  programs  for  chronic 
disease  hospitals  and  nursing  homes  be  combined  into  a  single 
category  of  long-term  care  facilities.  The  annual  appropriation 
for  the  combined  categories  should  be  increased  from  $40  million  to 
'$70  million. 

4.  Mori  gage  insurance 

Raising  funds  to  build  health  facilities  is  a  problem  for  almost  every 
community : 

— Federal  aid  is  not  always  obtainable. 

- — States  must  set  priorities  for  hospital  projects  which  are  to 
receive  Federal  aid;  many  worthwhile  projects  necessarily  fail 
to  win  approval. 

— Nonprofit  agencies  often  have  great  difficulty  raising  local  funds 
to  match  Federal  grants. 

• — -Loans  available  from  private  lenders  often  call  for  large  annual 
payments  and  short  payoff  periods.    This  can  either  threaten  a 
hospital's  financial  soundness  or  lead  to  excessive  increases  in 
the  cost  of  hospital  care. 
These  financing  difficulties  do  not  alter  the  fact  that  the  need  for 
hospital  beds  is  increasing.  Therefore: 

(e)  /  recommend  amendment  of  the  Hill-Burton  Act  to  permit 
mortgage  insurance  of  loans  with  maturities  up  to  Ifi  years  to 
help  build  private  nonprofit  hospitals,  nursing  homes,  and  other 
medical  facilities. 

(f)  In  addition,  I  recommend  that  authority  to  insure  mortgage 
loans  for  the  construction  of  nursing  homes  operated  for  profit  be 
transferred  from  the  Federal  Housing  Administration  to  the  Public 
Health  Service. 
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These  changes  will  help  us  build  more  hospitals  and  other  medical 
facilities.  And  they  will  bring  together  in  the  Public  Health  Service 
an  adequate  and  interlocking  program  of  Federal  aid  to  profit- 
making — as  well  as  nonprofit — nursing  homes,  hospitals,  and  other 
facilities. 

Encouragement  of  group  practice 

To  meet  the  needs  of  their  communities,  groups  of  physicians — 
general  practitioners  and  specialists — more  and  more  are  pooling 
their  skills  and  using  the  same  buildings,  equipment,  and  personnel 
to  care  for  their  patients. 

•  This  is  a  sound  and  practical  approach  to  medical  service. 

•  It  provides  better  medical  care,  yet  it  yields  economies  which 
can  be  passed  on  to  the  consumer. 

•  It  makes  better  use  of  scarce  professional  personnel. 

•  It  offers  benefits  to  physicians,  patients,  and  the  community. 
The  specialized  facilities  and  equipment  needed  for  group  practice 

are  often  not  available,  especially  in  smaller  communities.  Therefore: 
I  recommend  legislation  to  authorize  a  5-year  program  of  Federal 
mortgage  insurance  and  loans  to  help  build  and  equip  group  practice 
medical  and  dental  facilities. 
Priority  should  be  given  to  facilities  in  smaller  communities,  and  to 
those  sponsored  by  nonprofit  or  cooperative  organizations. 

III.  Health  Manpower 

Medical  science  has  grown  vastly  more  complex  in  recent  years — ■ 
and  its  potential  for  human  good  has  grown  accordingly.  But  to 
convert  its  potential  into  actual  good  requires  an  ever-growing  supply 
of  ever-better  trained  medical  manpower. 

— The  quantity  and  quality  of  education  for  the  health  disciplines 

has  been  unable  to  keep  pace. 
— Shortages  of  medical  manpower  are  acute. 
By  enacting  the  Health  Professions  Educational  Assistance  Act 
of  1963,  the  Congress  took  a  major  step  to  close  this  gap  in  medical 
manpower,  especially  as  it  relates  to  physicians  and  dentists. 
But  the  task  is  far  from  finished. 

A  stronger  nursing  profession 

The  rapid  development  of  medical  science  places  heavy  demands  on 
the  time  and  skill  of  the  physician.  Nurses  must  perform  many 
functions  that  once  were  done  only  by  doctors. 

A  panel  of  expert  advisors  to  the  Public  Health  Service  has  rec- 
ommended that  the  number  of  professional  nurses  be  increased 
from  the  current  total  of  550,000  to  680,000  by  1970. 

This  requires  raising  nursing  school  enrollments  by  75  percent. 

But  larger  enrollments  alone  are  not  enough.  The  efficiency  of 
nursing  schools  and  the  quality  of  instruction  must  be  improved. 
The  nursing  profession,  too,  is  becoming  more  complex  and  exacting. 

The  longer  we  delay,  the  larger  the  deficit  grows,  and  the  harder  it 
becomes  to  overcome  it. 

/  recommend  the  authorization  of  grants  to  build  and  expand 
schools  of  nursing,  to  help  the  schools  perfect  new  teaching  methods, 
and  to  assist  local,  State,  and  regional  planning  for  nursing  service. 


HEALTH  OF  THE  NATION 


7 


We  must  remove  financial  barriers  for  students  desiring  to  train  for 
the  nursing  profession  and  we  must  attract  highly  talented  youngsters. 
/  therefore  recommend  federal  loans  and  a  national  competitive 
merit  scholarship  program,    tor  each  year  oj  service  as  a  nurse 
up  to  6  years  a  proportion  of  the  loan  should  be  forgiven. 

In  addition,  I  recommend  continuation  and  expansion  of  the 
professional  nurse  traineeship  program  to  increase  the  number  of 
nurses  trained  for  key  supervisory  and  teaching  positions. 
Federal  action  alone  is  not  enough : 
— State  and  local  governments,  schools,  hospitals,  the  health 
professions,  and  private  citizens  all  have  a  big  stake  in  solving 
the  nursing  shortage. 
— Each  must  take  on  added  responsibilities  if  the  growing  demand 
for  essential  and  high  quality  nursing  services  is  to  be  met. 

Strengthened  training  in  public  health 

Our  State  and  local  public  health  agencies  are  attempting  to  cope 
with  mounting  problems,  but  with  inadequate  resources. 

Our  population  has  risen  27  percent  since  1950,  and  public  health 
problems  have  become  more  complex.  But  there  are  fewer  public 
health  physicians  today  than  in  1950.  The  number  of  public  health 
engineers  has  increased  by  only  a  small  fraction;  and  other  essential 
public  health  disciplines  are  in  short  supply. 

These  shortages  have  weakened  health  protection  measures  in 
many  communities. 

The  situation  would  be  much  worse  than  it  is,  but  for  two  Public 
Health  Service  training  programs: 

(1)  the  program  of  public  health  traineeships ; 

(2)  the  complementary  program  of  project  grants  to  schools  of 
public  health,  nursing,  and  engineering — designed  to  help 
strengthen  graduate  or  specialized  public  health  training. 

The  need  for  these  programs  is  greater  today  than  ever  before. 

/  recommend  that  the  public  health  traineeship  program  and  the 
project  grant  program  for  graduate  training  in  public  health  be 
expanded  and  extended  until  1969. 

IV.  Mental  Health  and  Mental  Retardation 

Mental  illness  is  a  grave  problem  for  the  Nation,  for  the  community, 
and  for  the  family  it  strikes.  It  can  be  dealt  with  only  through  heroic 
measures.    It  must  be  dealt  with  generously  and  effectively. 

Last  year,  President  Kennedy  proposed  legislation  to  improve  the 
Nation's  mental  health  and  to  combat  mental  retardation. 

Congress  promptly  responded.  State  and  local  governments  and 
private  organizations  joined  in  that  response. 

The  Congress  enacted  legislation  which  should  enable  us  to  reduce 
substantially  the  number  of  patients  in  existing  custodial  institutions 
within  a  decade,  through  comprehensive  community-based  mental 
health  services. 

Under  new  legislation  passed  last  year  we  will  train  teachers  and 
build  community  centers  for  the  care  and  treatment  of  the  mentally 
handicapped. 

It  was,  as  President  Kennedy  said,  "the  most  significant  effort  that 
the  Congress  of  the  United  States  has  ever  undertaken"  on  behalf  of 
human  welfare  and  happiness. 
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We  are  now  moving  speedily  to  put  this  legislation  into  effect. 
The  mentally  ill  and  the  mentally  retarded  have  a  right  to  a  decent, 
dignified  place  in  society.    I  intend  to  assure  them  of  that  place. 

The  Congress  has  demonstrated  its  awareness  of  the  need  for  action 
by  approving  my  request  for  supplemental  appropriations  for  mental 
retardation  programs  in  the  current  fiscal  year. 
This  will  enable  us  to  get  started. 

My  1965  budget  includes  a  total  of  $467  million  for  the  National 
Institute  of  Mental  Health  and  for  mental  retardation  activities. 
I  urge  the  Congress  to  approve  the  full  amount  requested. 

V.  Health  Protection 

Technological  progress  is  not  always  an  unmixed  blessing. 
To  be  sure,  we  have  a  wealth  of  new  products,  unimagined  a  few 
generations  ago,  that  make  life  easier  and  more  rewarding. 

But  these  benefits  sometimes  carry  a  price  in  the  shape  of  new 
hazards  to  our  health: 

— The  air  we  breathe  is  being  fouled  by  our  great  factories,  our 

myriad  automobiles  and  trucks,  our  huge  urban  centers. 
— The  pure  water  we  once  took  for  granted  is  being  polluted  by 

chemicals  and  foreign  substances. 
— The  pesticides  indispensable  to  our  farmers  sometimes  introduce 
chemicals  whose  long-range  effects  upon  man  are  dimly  under- 
stood. 

We  must  develop  effective  safeguards  to  protect  our  people  from 
hazards  in  the  ah  we  breathe,  the  water  we  drink,  and  the  food  we  eat. 

To  provide  a  focal  point  for  vigorous  research,  training,  and  control 
programs  in  environmental  health,  /  have  requested  funds  in  the  1965 
budget  to  develop  plans  for  additional  facilities  to  house  our  expanding 
Federal  programs  concerned  with  environmental  health. 

The  Clean  Air  Act,  which  I  approved  last  December  17,  commits 
the  Federal  Government  for  the  first  time  to  substantially  increased 
responsibilities  in  preventing  and  controlling  air  pollution. 

/  urge  prompt  action  on  the  supplemental  appropriation  to  finance 
this  new  authority  in  the  current  fiscal  year. 

Pesticides 

The  President's  Science  Advisory  Committee  report  on  pesticides, 
released  last  May,  alerted  the  country  to  the  potential  health  dangers 
of  pesticides. 

To  act  without  delay: 

/  have  submitted  requests  to  the  Congress  for  additional  funds 
for  1964  and  1965  for  research  on  the  effects  of  pesticides  on  our 
environment. 

I  recommend  enactment  of  pending  legislation  prohibiting  the 
registration  and  marketing  of  pesticides  until  a  positive  finding  of 
safety  has  been  made. 
In  addition,  the  Department  of  Agriculture,  working  with  the  De- 
partments of  Health,  Education,  and  Welfare,  and  of  the  Interior,  is 
reviewing  and  revising  procedures  to  make  certain  that  the  benefits 
and  hazards  of  pesticides  to  human  health,  domestic  animals,  and 
wildlife  are  considered  fully  before  their  registration  and  sale  are 
approved. 
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Finally,  the  Federal  Government's  own  use  and  application  of 
pesticides  are  being  reviewed  to  assure  that  all  safeguards  are  applied. 

Foods,  drugs,  and  cosmetics 

The  1962  amendments  to  the  Federal  Food,  Drug,  and  Cosmetic 
Act  will  enhance  the  safety,  the  effectiveness,  the  reliability  of  drugs 
and  cosmetics. 

To  give  this  act  the  vigorous  enforcement  it  contemplates,  I  am 
requesting  increased  appropriations  to  the  Food  and  Drug  Adminis- 
tration, largely  for  scientific  and  regulatory  personnel. 

In  addition,  I  renew  the  recommendations  contained  in  my 
consumer  message  for  new  legislation  to  extend  and  clarify  the 
food,  drug,  and  cosmetic  laws. 

VI.  Research  and  Special  Health  Needs 

Over  the  past  decade,  our  Nation  has  developed  an  unparalleled 
program  of  medical  research. 

This  investment  has  already  paid  rich  dividends,  and  more  divi- 
dends are  within  reach. 

The  budget  that  I  have  proposed  for  fiscal  1965  assures  the  rate  of 
growth  needed  to  meet  current  opportunities  and  to  provide  a  sound 
base  for  future  progress. 

In  addition,  the  Office  of  Science  and  Techaology  has  assembled  a 
group  of  eminent  citizens  to  study  thoroughly  the  medical  research 
and  training  programs  of  the  National  Institutes  of  Health. 

This  study  should  point  to  new  ways  to  improve  our  medical 
research. 

Commission  on  Heart  Disease,  Cancer,  and  Strokes 

Cancer,  heart  disease,  and  strokes  stubbornly  remain  the  leading 
causes  of  death  in  the  United  States.  They  now  afflict  15  million 
Americans — two-thirds  of  all  Americans  now  living  will  ultimately 
suffer  or  die  from  one  of  them. 

These  diseases  are  not  confined  to  older  people. 

•  Approximately  half  of  the  cases  of  cancer  are  found  among 
persons  under  65. 

•  Cancer  causes  more  deaths  among  children  under  age  15  than 
any  other  disease. 

•  More  than  half  the  persons  suffering  from  heart  disease  are  in 
their  most  productive  years. 

•  Fully  a  third  of  all  persons  with  recent  strokes  or  with  paralysis 
due  to  strokes  are  under  65. 

The  Public  Health  Service  is  now  spending  well  over  a  quarter  of  a 
billion  dollars  annually  finding  ways  to  combat  these  diseases.  Other 
organizations,  both  public  and  private,  also  are  investing  considerable 
amounts  in  these  efforts. 

The  flow  of  new  discoveries,  new  drugs  and  new  techniques  is 
impressive  and  hopeful. 

Much  remains  to  be  learned.  But  the  American  people  are  not 
receiving  the  full  benefits  of  what  medical  research  has  already  accom- 
plished. In  part,  this  is  because  of  shortages  of  professional  health 
workers  and  medical  facilities.  It  is  also  partly  due  to  the  public's 
lack  of  awareness  of  recent  developments  and  techniques  of  prevention 
and  treatment. 
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I  am  establishing  a  Commission  on  Heart  Disease,  Cancer,  and 
Strokes  to  recommend  steps  to  reduce  the  incidence  of  these  diseases 
through  new  knowledge  and  more  complete  utilization  of  the  medical 
knowledge  we  already  have. 

The  Commission  will  be  made  up  of  persons  prominent  in  medicine 
and  public  affairs.  I  expect  it  to  complete  its  study  by  the  end  of 
this  year  and  submit  recommendations  for  action. 

Narcotics  and  drug  abuse 

Abuse  of  drugs  and  traffic  in  narcotics  are  a  tragic  menace  to  public 
health. 

To  deal  promptly  and  intelligently  with  this  situation  we  must  take 
effective  measures  of 
education, 
regulation, 
law  enforcement, 
rehabilitation. 

We  must  strengthen  the  cooperative  efforts  of  Federal,  State,  and 
local  authorities  and  public  services. 

The  recent  report  of  the  Presidential  Advisory  Commission  on 
Narcotics  and  Drug  Abuse  has  rendered  signal  contributions: 

•  It  places  the  problem  in  its  proper  perspective. 

•  It  proposes  policies  and  actions  which  deserve  full  consideration. 
The  appropriate  Federal  departments  and  agencies  will  review  this 

report,  and  I  shall  at  a  later  time  send  my  recommendations  to  the 
Congress. 

Vocational  rehabilitation 

Disability — always  a  cruel  burden — has  partly  succumbed  to 
medical  progress.  Our  Federal-State  program  of  vocational  rehabili- 
tation has  been  demonstrating  this  fact  for  more  than  40  years.  Re- 
habilitation can  help  restore  productivity  and  independence  to  millions 
of  Americans  who  have  been  victims  of  serious  illness  and  injury. 
Over  110,000  disabled  men  and  women  were  returned  to  activity  and 
jobs  last  year  alone. 

If  more  fully  developed  and  supported  by  the  States  and  the 
Federal  Government,  this  program  can  be  a  powerful  tool  in  combat- 
ing poverty  and  unemployment  among  the  millions  of  our  citizens 
who  face  vocational  handicaps  which  they  cannot  surmount  without 
specialized  help. 

I  have  already  recommended  appropriation  of  increased  Federal 
funds  for  vocational  rehabilitation. 

I  now  recommend  enactment  of  legislation  to  facilitate  the  restora- 
tion of  greater  numbers  oi  our  mentally  retarded  and  severely  dis- 
abled to  gainful  employment,  by  permitting  them  up  to  18  months  of 
rehabilitative  services  prior  to  the  determination  of  their  vocational 
feasibility. 

I  also  recommend  enactment  of  a  new  program  for  the  construction 
and  initial  staffing  of  workshops  and  rehabilitation  facilities,  pro- 
gram expansion  grants,  and  increased  State  fiscal  and  administrative 
flexibility. 

International  health 

Scientists  from  many  countries  have  contributed  to  the  enrichment 
of  our  national  medical  research  effort.  We  in  turn  support  medical 
research  in  other  nations. 
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International  collaboration  in  medical  research,  including  support  of 
research  through  the  World  Health  Organization,  is  an  efficient  means 
of  expanding  knowledge  and  a  powerful  means  of  strengthening  con- 
tacts among  nations.  It  links  not  only  scientists  but  nations  and 
peoples  in  efforts  to  achieve  a  common  aspiration  of  mankind — the 
reduction  of  suffering  and  the  lengthening  of  the  prime  of  life. 

The  United  States  participates  in  an  ambitious  international  effort 
to  eradicate  malaria — a  disease  which  strikes  untold  millions  through- 
out the  world. 

Both  of  my  predecessors  committed  the  United  States  to  this  cam- 
paign, now  going  forward  under  the  leadership  of  the  World  Health 
Organization.  The  Congress  has  endorsed  this  objective  and  has 
supported  it  financially. 

We  will  continue  to  encourage  WHO  in  its  work  to  eradicate  malaria 
throughout  the  world. 

We  will  continue  to  commit  substantial  resources  to  aid  friendly 
nations  through  bilateral  programs  of  malaria  eradication. 

The  United  States  will  also  initiate  in  1964  a  program  to  eradicate 
the  mosquito  carrying  yellow  fever.  My  1965  budget  provides 
expanded  funds  for  the  second  year  of  this  program. 

Conclusion 

The  measures  recommended  in  this  message  comprise  a  vigorous 
and  many-sided  attack  on  our  most  serious  health  problems. 

These  problems  will  not  be  fully  solved  in  1964  or  for  a  long  time  to 
come. 

They  will  not  be  solved  by  the  Federal  Government  alone,  nor  even 
by  government  at  all  levels. 

They  are  deeply  rooted  in  American  life. 

They  must  be  solved  by  society  as  a  whole. 

I  ask  the  help  of  all  Americans  in  this  vital  work. 

Lyndon  B.  Johnson. 

The  White  House,  February  10,  1964- 
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H.  R.  3920 


IN  THE  HOUSE  OF  REPRESENTATIVES 

February  21, 1963 

Mr.  King  of  California  introduced  the  following  bill;  which  was  referred 
to  the  Committee  on  Ways  and  Means 


A  BILL 

To  provide  under  the  social  security  program  for  payment 
for  hospital  and  related  services  to  aged  beneficiaries. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  "Hospital  Insurance  Act 

4  of  1963". 
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services. 

(d)  Amount  of  payment  where  less  expen- 

sive services  furnished. 

(e)  No  payments  to  Federal  providers  of 

services. 
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Account  and  Federal  Hospital  Insurance  Trust  Fund. 

Title  IV — Miscellaneous  Provisions 
Sec.  401.  Studies  and  recommendations. 

1  FINDINGS  AND  DECLARATION  OF  PURPOSE 

2  Sec.  2.  (a)  The  Congress  hereby  finds  that  (I)  the 

3  heavy  costs  of  hospital  care  and  related  health  care  are  a 

4  grave  threat  to  the  security  of  aged  individuals,  (2)  most 

5  of  them  are  not  able  to  qualify  for  and  to  afford  private  in- 

6  surance  adequately  protecting  them  against  such  costs,  (3) 

7  many  of  them  are  accordingly  forced  to  apply  for  private  or 

8  public  aid,  accentuating  the  financial  difficulties  of  hospitals 

9  and  private  or  public  welfare  agencies  and  the  burdens  on 
10  the  general  revenues,  and  (4)  it  is  in  the  interest  of  the 
H  general  welfare  for  financial  burdens  resulting  from  hospital 

12  services  and  related  services  required  by  these  individuals 

13  to  be  met  primarily  through  social  insurance. 

14  (b)  The  purposes  of  this  Act  are  (1)  to  provide  aged 

15  individuals  entitled  to  benefits  under  the  old-age,  survivors, 

16  and  disability  insurance  system  or  the  railroad  retirement 

17  system  with  basic  protection  against  the  costs  of  inpatient 


1  hospital  services,  and  to  provide,  in  addition,  as  an  alter- 

2  native  to  inpatient  hospital  care,  protection  against  the  costs 

3  of  certain  skilled  nursing  facility  services,  home  health  serv- 

4  ices,  and  outpatient  hospital  diagnostic  services;  to  utilize 

5  social  insurance  for  financing  the  protection  so  provided;  to 

6  encourage,  and  make  it  possible  for,  such  individuals  to  pur- 

7  chase  protection  against  other  health  costs  by  providing  in 

8  such  basic  social  insurance  protection  a  set  of  benefits  which 

9  can  easily  be  supplemented  by  a  State,  private  insurance,  or 

10  other  methods;  to  assure  adequate  and  prompt  payment  on 

11  behalf  of  these  individuals  to  the  providers  of  these  services; 

12  and  to  do  these  things  in  a  manner  consistent  with  the  dignity 

13  and  self-respect  of  each  individual,  without  interfering  in 

14  any  way  with  the  free  choice  of  physicians  or  other  health 

15  personnel  or  facilities  by  the  individual,  and  without  the  ex- 

16  ercise  of  any  Federal  supervision  or  control  over  the  prae- 

17  tice  of  medicine  by  any  doctor  or  over  the  manner  in  which 

18  medical  services  are  provided  by  any  hospital;  and  (2)  fin 

19  provide  such  basic  protection,  financed  from  general  revenues, 

20  to  those  persons  who  are  now  age  65  or  over  or  who  will 

21  reach  age  65  within  the  next  several  years  and  who  are  not 

22  eligible  for  benefits  under  the  old-age,  survivors,  and  dis- 

23  ability  insurance  or  railroad  retirement  systems. 

24  (c)  It  is  hereby  declared  to  be  the  policy  of  the  Con- 
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1  gress  that  skilled  nursing  facility  services  for  which  pay- 

2  ment  may  be  made  under  this  Act  shall  be  utilized  in  lieu 

3  of  inpatient  hospital  services  where  skilled  nursing  facility 

4  services  would  suffice  in  meeting  the  medical  needs  of  the 

5  patient,  and  that  home  health  services  for  which  payment 

6  may  be  made  under  this  Act  shall  be  utilized  in  lieu  of  in- 

7  patient  hospital  or  skilled  nursing  facility  services  where 

8  home  health  services  would  suffice. 

9  (d)  It  is  further  declared  to  be  the  policy  of  the  Con- 

10  gress  that  no  individual  who  receives  aid  or  assistance  (in- 

11  eluding  medical  or  any  other  type  of  remedial  care)  under 

12  a  State  plan  approved  under  title  I,  IV,  X,  XIV,  or  XVI 

13  of  the  Social  Security  Act  shall  receive  less  benefits  or  be 

14  otherwise  disadvantaged  by  reason  of  the  enactment  of  this 

15  Act. 

16  TITLE  I— HOSPITAL  INSURANCE  BENEFITS  FOR 

17  THE  AGED 

18  BENEFITS 

19  Sec.  101.  The  Social  Security  Act  is  amended  by  adding 

20  after  title  XVI  the  following  new  title: 

21  "TITLE  XVII-HOSPITAL  INSURANCE  BENEFITS 

22  FOR  THE  AGED 

23  "prohibition  against  any  federal  interference 

24  "Sec.  1701.  Nothing  in  this  title  shall  be  construed 

25  to  authorize  any  Federal  officer  or  employee  to  exercise  any 


1  supervision  or  control  over  the  practice  of  medicine  or  the 

2  manner  in  which  medical  services  are  provided,  or  over  the 

3  selection,  tenure,  or  compensation  of  any  officer  or  employee 

4  of  any  hospital,  skilled  nursing  facility,  or  home  health 

5  agency;  or  to  exercise  any  supervision  or  control  over  the 

6  administration  or  operation  of  any  such  hospital,  facility,  or 

7  agency. 

8  "free  choice  by  patient  guaranteed 

9  "Sec.  1702.  Any  individual  entitled  to  have  payment 

10  made  under  this  title  for  services  furnished  him  may  obtain 

11  inpatient  hospital  services,  skilled  nursing  facility  services, 

12  home  health  services,  or  outpatient  hospital  diagnostic  serv- 

13  ices  from  any  provider  of  services  with  which  an  agreement 

14  is  in  effect  under  this  title  and  which  undertakes  to  provide 

15  him  such  services. 


16  "description  of  services 

17  "Sec.  1703.  For  purposes  of  this  title — 

18  "Inpatient  Hospital  Services 

19  "  (a)  The   term   'inpatient  hospital   services'  means 

20  the  following  items  and  services  furnished  to  an  inpatient  in 

21  a  hospital  and  (except  as  provided  in  paragraph  (3)  )  by 

22  the  hospital— 

23  "(1)  bed  and  board, 

24  "(2)  such  nursing  services  and  other  related  serv- 

25  ices,  such  use  of  hospital  facilities,  and  such  medical 


1  social  services  as  are  customarily  furnished  by  the 

2  hospital  for  the  care  and  treatment  of  inpatients,  and 
a         such  drugs,  biologicals,  supplies,  appliances,  and  equip- 

4  ment,  for  use  in  the  hospital,  as  are  customarily  fur- 

5  nished  by  such  hospital  for  the  care  and  treatment  of 

6  inpatients,  and 

7  "(3)  such  other  diagnostic  or  therapeutic  items  or 

8  services,  furnished  by  the  hospital  or  by  others  under 

9  arrangements  with  them  made  by  the  hospital,  as  are 
10  customarily  furnished  to  inpatients  either  by  such  hospi- 
H         tal  or  by  others  under  such  arrangements; 

12    excluding,  however — 

1^  "  (4)  medical  or  surgical  services  provided  by  a 

^  physician,  resident,  or  intern,  except  services  provided 
in  the  field  of  pathology,  radiology,  physiatry,  or  anesthe- 
siology,  and  except  services  provided  in  the  hospital  by 
^  an  intern  or  a  resident-in-training  under  a  teaching  pro- 
gram approved  by  the  Council  on  Medical  Education 
and  Hospitals  of  the  American  Medical  Association  (or, 
in  the  case  of  an  osteopathic  hospital,  approved  by  a 
recognized  body  approved  for  the  purpose  by  the  Secre- 
tary) ,  and 

"  (5)  the  services  of  a  private-duty  nurse. 


18 
19 
20 
21 
22 
23 
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1  ' 'Skilled  Nursing  Facility  Services 

2  "(b)  The  term  'skilled  nursing  facility  services'  means 

3  the  following  items  and  services  furnished  to  an  inpatient 

4  in  a  skilled  nursing  facility,  after  transfer  from  a  hospital 

5  in  which  he  was  an  inpatient,  and  (except  as  provided  in 

6  paragraph  (3)  )  by  such  skilled  nursing  facility — 


7  "  (1)  nursing  care  provided  by  or  under  the  super- 

8  vision  of  a  registered  professional  nurse, 

9  "(2)  bed  and  board  in  connection  with  the  fur- 

10  nishing  of  such  nursing  care, 

11  "(3)  physical,  occupational,  or  speech  therapy 

12  furnished  by  the  skilled  nursing  facility  or  by  others 

13  under  arrangements  with  them  made  by  the  facility, 

14  "  (4)  medical  social  services, 

15  "  (5)  such  drugs,  biologicals,  supplies,  appliances, 

16  and  equipment,  furnished  for  use  in  the  skilled  nursing 

17  facility,  as  are  customarily  furnished  by  such  facility 

18  for  the  care  and  treatment  of  inpatients, 

19  "(6)  medical  services  provided  by  an  intern  or 

20  resident-in-training  of  the  hospital,  with  which  the  facil- 

21  ity  is  affiliated  or  under  common  control,  under  a  teach- 

22  ing  program  of  such  hospital  approved  as  provided  in 

23  subsection  (a)  (4) ,  and 
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1  "(7)  such  other  services  necessary  to  the  health 

2  of  the  patient  as  are  generally  provided  by  skilled  nurs- 

3  ing  facilities; 

4  excluding,  however,  any  item  or  service  if  it  would  not  be 

5  included  under  subsection  (a)  if  furnished  to  an  inpatient 

6  in  a  hospital. 

7  "Home  Health  Services 

8  "(c)  The  term  'home  health  services'  means  the  fol- 

9  lowing  items   and   services   furnished  to   an  individual, 

10  who  is   under  the   care   of   a  physician,   by   a  home 

11  health  agency  or  by  others  under  arrangements  with  them 

12  made  by  such  agency,  under  a  plan  (for  furnishing  such 

13  items  and  services  to  such  individual)  established  and  pe- 

14  riodically  reviewed  by  a  physician,  which  items  and  serv- 

15  ices  are  provided  in  a  place  of  residence  used  as  such  individ- 

16  uaPs  home — 

17  "  ( 1 )  part-time  or  intermittent  nursing  care  pro- 

18  vided  by  or  under  the  supervision  of  a  registered  pro- 

19  fessional  nurse, 

20  "(2)  physical,  occupational,  or  speech  therapy, 

21  "(3)  medical  social  services, 

22  "(4)  to  the  extent  permitted  in  regulations,  part- 

23  time  or  intermittent  services  of  a  home  health  aid, 

24  "(5)  medical   supplies    (other  than   drugs  and 
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1  biologicals) ,  and  the  use  of  medical  appliances,  while 

2  under  such  a  plan,  and 

3  "(6)  in  the  case  of  a  home  health  agency  which 

4  is  affiliated  or  under  common  control  with  a  hospital, 

5  medical  services  provided  by  an  intern  or  resident-in- 

6  training  of  such  hospital,  under  a  teaching  program  of 

7  such  hospital  approved  as  provided  in  subsection  (a) 

8  (4); 

9  excluding,  however,  any  item  or  service  if  it  would  not  be 

10  included  under  subsection  (a)  if  furnished  to  an  inpatient  in 

11  a  hospital. 

12  "Outpatient  Hospital  Diagnostic  Services 

13  "(d)  The  term  'outpatient  hospital  diagnostic  services' 

14  means  diagnostic  services — 

15  "  ( 1 )  which  are  furnished  to  an  individual  as  an 

16  outpatient  by  a  hospital  or  by  others  under  arrange- 

17  ments  with  them  made  by  a  hospital,  and 

18  "  (2)  which  are  customarily  furnished  by  such  hos- 

19  pital  (or  by  others  under  such  arrangements)  to  its  out- 

20  patients  for  the  purpose  of  diagnostic  study ; 

21  excluding,  however — 

22  "(3)  any  item  or  service  if  it  would  not  be  in- 

23  eluded  under  subsection  (a)  if  furnished  to  an  inpatient 

24  in  a  hospital ;  and 
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1  "  (4)  any  service  furnished  under  such  arrange- 

2  ments  unless  (A)  furnished  in  the  hospital  or  in  other 

3  facilities  operated  by  or  under  the  supervision  of  the  hos- 

4  pital,  and  (B)  in  the  case  of  professional  services,  fur- 

5  nished  by  or  under  the  responsibility  of  members  of 

6  the  hospital  medical  staff  acting  as  such  members. 

7  '  'Drugs  and  Biologicals 

8  "(e)  The   term  'drugs'  and  the  term  'biologicals', 

9  except  for  purposes  of  subsection  (c)  (5)  of  this  section, 

10  include  only  such  drugs  and  biologicals,  respectively,  as  are 

11  included  in  the  United  States  Pharmacopoeia,  National 

12  Formulary,  New  and  Non-Official  Drugs,  or  Accepted  Den- 

13  tal  Remedies,  or  are  approved  by  the  pharmacy  and  drug 

14  therapeutics  committee  (or  equivalent  committee)   of  the 

15  medical  staff  of  the  hospital  furnishing  such  drugs  or  biologi- 

16  cals   (or  of  the  hospital  with  which  the  skilled  nursing 

17  facility  furnishing  such  drugs  or  biologicals  is  affiliated  or  is 

18  under  common  control) . 

19  "Arrangements  for  Certain  Services 

20  "  (f )  As  used  in  this  section,  the  term  'arrangements' 

21  is  limited  to  arrangements  under  which  receipt  of  payment 

22  by  the  hospital,  skilled  nursing  facility,  or  home  health 

23  agency  (whether  in  its  own  right  or  as  agent) ,  as  the  case 

24  may  be,  with  respect  to  services  for  which  an  individual  is 
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1  entitled  to  have  payment  made  under  this  title,  discharges 

2  the  liability  of  such  individual  or  any  other  person  to  pay  for 

3  the  services. 

4  "DEDUCTIBLE ;  DURATION  OF  SERVICES 

5  "Deductible 

6  "Sec  1704.  (a)  (1)  Except  as  provided  in  subsection 

7  (c),  payment  for  inpatient  hospital  services  furnished  an 

8  individual  during  any  benefit  period  shall  be  reduced  by  a 

9  deduction  equal  to  $20,  or  if  greater,  $10  multiplied  by  the 

10  number  of  days,  not  exceeding  nine,  for  which  he  received 

11  such  services  in  such  period. 

12  "(2)  Payment  for  outpatient  hospital  diagnostic  serv- 

13  ices  furnished  an  individual  during  any  thirty-day  period 

14  shall  be  reduced  by  a  deduction  equal  to  $20.  For  purposes 

15  of  the  preceding  sentence,  a  thirty-day  period  for  any  indi- 

16  vidual  is  a  period  of  thirty  consecutive  days  beginning  with 

17  the  first  day  (not  included  in  a  previous  such  period)  on 

18  which  he  is  entitled  to  benefits  under  this  title  and  on  which 

19  outpatient  hospital  diagnostic  services  are  furnished  him. 

20  "Duration  of  Services 

21  "(b)   Payment  under  this  title  for  services  furnished 

22  any  individual  during  a  benefit  period  may  not  be  made 

23  for— 

24  "  ( 1 )  inpatient  hospital  services  furnished  to  him 
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1  during  such  period  after  such  services  have  been  fur- 

2  nished  to  him  for  90  days  during  such  period,  except 

3  as  provided  in  subsection  (c)  ;  or 

4  "(2)  skilled  nursing  facility  services  furnished  to 

5  him  during  such  period  after  such  services  have  been 
"  furnished  to  him  for  180  days  during  such  period. 

'  For  purposes  of  the  preceding  provisions  of  this  subsection, 

°  inpatient  hospital  services  or  skilled  nursing  facility  services 

9  shall  be  counted  only  if  payment  is  or  would,  except  for  this 

10  subsection  and  except  for  the  failure  to  comply  with  the 

H  procedural  and  other  requirements  of  or  under  section  1709 

12  (a)  (1),  be  made  with  respect  to  such  services  under  this 

13  title.    Payment  under  this  title  for  home  health  services 

14  furnished  an  individual  during  a  calendar  year  may  not  be 

15  made  for  any  such  services  after  such  services  have  been 
1"  furnished  him  during  240  visits  in  such  year. 

17  Election  as  to  Duration  of  Inpatient  Hospital  Services 

18  and  Deductible 

19  "(c)  (1)  An  individual  may  elect,  instead  of  the  num- 

20  ber  of  days  in  a  benefit  period  for  which  payment  may  be 

21  made  for  inpatient  hospital  services  furnished  to  him  spec- 

22  ifled  in  subsection  (b)(1)  — 

"  (A)  to  have  such  number  of  days  for  each  benefit 

24  period  increased  to  180,  and,  in  such  case,  the  payment 

25  under  this  title  for  inpatient  hospital  services  furnished 
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1  him  during  any  benefit  period  shall,  instead  of  being 

2  reduced  by  the  deduction  specified  in  subsection  (a)  ( 1 ) , 

3  be  reduced  by  a  deduction  equal  to  either  (i)  2-$-  times 

4  the  average  per  diem  rate  for  such  services,  determined 

5  under  paragraph  (4) ,  or  (ii)  if  less,  the  charges  cus- 

6  tomarily  made  for  such  services  by  the  hospital  which 

7  furnished  them,  or 

8  "(B)  to  have  such  number  of  days  reduced  to  45 

9  for  each  benefit  period  and,  in  such  case,  the  reduction, 

10  provided  in  subsection  (a)  (1),  in  the  payment  under 

11  this  title  for  inpatient  hospital  services  furnished  during 

12  any  benefit  period  shall  not  apply  to  him. 

13  "(2)  An  individual  may  make  an  election  under 

14  paragraph  (1)  only  on  such  form  or  forms  and  in  such 

15  manner  as  the  Secretary  may  prescribe.  Any  such  elec- 

16  tion  shall  be  valid  only  if  made  before  the  month  pre- 

17  ceding,  and  after  the  fourth  month  preceding,  the  first 

18  month  in  which  he  both  has  attained  the  age  of  65  and 

19  is  eligible  for  the  benefits  referred  to  in  section  1705 

20  (a)  (2)  ;  except  that  if  such  first  month  occurs  before 

21  January  1965,  such  election  shall  be  valid  only  if  made 

22  after  May  1964  and  before  December  1964.   For  pur- 

23  poses  of  the  preceding  sentence,  (A)  an  individual  shall 

24  be  regarded  as  eligible  for  benefits  for  a  month  if  he  is 

25  or,  upon  riling  application  for  such  benefits  in  such 
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1  ginning  prior  to  the  calendar  year  1967,  such  average 

2  per  diein  rate  shall  be  $37. 

3  "Benefit  Period 

4  "(d)  For  the  purposes  of  this  section,  a  'benefit  period' 

5  with  respect  to  any  individual  means  a  period  of  consecutive 

6  days— 

7  "  (1)  beginning  with  the  first  day  (not  included  in 

8  a  previous  benefit  period)   (A)  on  which  such  individ- 

9  ual  is  furnished  inpatient  hospital  services  or  skilled 

10  nursing  facility  services  and  (B)   which  occurs  in  a 

11  month  for  which  he  is  entitled  to  insurance  benefits 

12  under  this  title,  and 

13  "(2)  ending  with  the  ninetieth  day  thereafter  on 

14  each  of  which  he  is  neither  an  inpatient  in  a  hospital 

15  nor  an  inpatient  in  a  skilled  nursing  facility  (whether 

16  or  not  such  90  days  are  consecutive ) ,  but  only  if  such 

17  90  days  occur  within  a  period  of  not  more  than  180 

18  consecutive  days. 

19  "entitlement  to  benefits 

20  "Sec.  1705.  (a)  Every  individual  who— 

21  "  ( 1 )  has  attained  the  age  of  65,  and 

22  "(2)  is  entitled  to  monthly  insurance  benefits  un- 

23  der  section  202, 
H.E.  3920  3 
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1  shall  be  entitled  to  insurance  benefits  under  this  title  for 

2  each  month  for  which  he  is  entitled  to  such  benefits  under 

3  section  202,  beginning  with  the  first  month  after  December 

4  1964  with  respect  to  which  he  meets  the  conditions  specified 

5  in  paragraphs  ( 1 )  and  ( 2 ) . 

6  "  (b)  For  the  purposes  of  this  section — 

7  "(1)     entitlement    of    an    individual    to  insur- 

8  ance  benefits  under  this  title  for  a  month  shall  consist  of 

9  entitlement  to  have  payment  made  under,  and  subject  to 
10  the  limitations  in,  this  title  on  his  behalf  for  inpatient 
H  hospital  services,  skilled  nursing  facility  services,  home 

12  health  services,  and  outpatient  hospital  diagnostic  serv- 

13  ices  furnished  him  in  the  United  States  during  such 

14  month;  and 

1^  "(2)  an  individual  shall  be  deemed  entitled  to 

16  monthly  insurance  benefits  under  section  202  for  the 

1'  month  in  which  he  died  if  he  would  have  been  entitled 

18  to  such  benefits  for  such  month  had  he  died  in  the  next 

19  month. 

20  "(c)  Notwithstanding  the  preceding  provisions  of  this 

21  section,  no  payments  may  be  made  under  this  title  for 

22  inpatient  hospital  services,  outpatient  hospital  diagnostic 

23  services,  or  home  health  services  furnished  an  individual 

24  prior  to  January  1,  1965,  or  for  skilled  nursing  facility 

25  services  furnished  him  prior  to  July  1,  1965. 
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1  "definitions  of  providers  of  SERV1CKS 

2  "Sec.  1706.  For  purposes  of  this  title— 

3  "Hospital 

4  "  (a)  The  term  'hospital'  (except  for  purposes  of  sec- 

5  tion  1704(d)  (2),  section  1709(f),  paragraph  (6)  of  this 

6  subsection,  and  so  much  of  section  1703  (b)  as  precedes 

7  paragraph  (1)  thereof)  means  an  institution  which — 

8  "  ( 1 )  is  primarily  engaged  in  providing,  by  or 

9  under  the  supervision  of  physicians  or  surgeons,  to 
10  inpatients  (A)  diagnostic  services  and  therapeutic  serv- 
H  ices  for  medical  diagnosis,  treatment,  and  care  of  injured, 

12  disabled,  or  sick  persons,  or  (B)  rehabilitation  facilities 

13  and  services  for  the  rehabilitation  of  injured,  disabled, 

14  or  sick  persons, 

1*  "  (2)  maintains  clinical  records  on  all  patients, 

16  "(3)  has  bylaws  in  effect  with  respect  to  its  staff 

1^  of  physicians, 

18  "  (4)  continuously  provides  twenty-four-hour  nurs- 

19  ing  service  rendered  or  supervised  by  a  registered  profes- 

20  sional  nurse, 

21  "(5)   has  in  effect  a  hospital  utilization  review 

22  plan  which  meets  the  requirements  of  subsection  (e) , 

23  "(6)  in  the  case  of  an  institution  in  any  State 

24  in  which  State  or  applicable  local  law  provides  for  the 

25  licensing  of  hospitals,  (A)  is  licensed  pursuant  to  such 
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1  law  or  (B)  is  approved,  by  the  agency  of  such  State  re- 

2  sponsible  for  licensing  hospitals,  as  meeting  the  stand- 

3  ards  established  for  such  licensing,  and 

4  "(7)  meets  such  other  of  the  requirements  pre- 

5  scribed  for  the  accreditation  of  hospitals  by  the  Joint 

6  Commission  on  the  Accreditation  of  Hospitals,  as  the 

7  Secretary  finds  necessary  in  the  interest  of  the  health 

8  and  safety  of  individuals  who  are  furnished  services  by 

9  or  in  the  institution. 

10  For  purposes  of  section  1704  (d)  (2) ,  such  term  includes  any 

11  institution  which  meets  the  requirements  of  paragraph  (1) 

12  of  this  subsection.    For  purposes  of  section  1709  (f )  (in- 

13  eluding  determination  of  whether  an  individual  received  in- 

14  patient  hospital  services  for  purposes  of  such  section  1709 

15  (f)  ) ,  and  so  much  of  section  1703(b)  as  precedes  para- 

16  graph  (1)  thereof,  such  term  includes  any  institution  which 

17  meets  the  requirements  of  paragraphs  (1),  (2),  (4),  and 

18  (6)  of  this  subsection.  Notwithstanding  the  preceding  pro- 

19  visions  of  this  subsection,  such  term  shall  not,  except  for 

20  purposes  of  section  1704(d)  (2),  include  any  institution 

21  which  is  primarily  for  the  care  and  treatment  of  tuberculo- 

22  sis  or  mentally  ill  patients. 

23  "Skilled  Nursing  Facility 

24  "  (b)  The  term  'skilled  nursing  facility'  means  (ex- 

25  cept  for  purposes  of  section  1704(d)  (2)  )  an  institution 
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1  (or  a  distinct  part  of  an  institution)  which  is  affiliated  or 

2  under  common  control  with  a  hospital  having  an  agreement 

3  in  effect  under  section  1710  and  which — 


4  "  ( 1 )  is  primarily  engaged  in  providing  to  inpa- 

5  tients  (A)  skilled  nursing  care  and  related  services  for 

6  patients  who  require  planned  medical  or  nursing  care  or 

7  (B)  rehabilitation  services, 

8  "(2)    has  policies,  which  are  established  by  a 

9  group  of  professional  personnel  (associated  with  the  fa- 

10  cility) ,  including   1   or  more  physicians  and  1  or 

11  more  registered  professional  nurses,  to  govern  the  skilled 

12  nursing  care  and  related  medical  or  other  services  it  pro- 

13  vides  and  which  include  a  requirement  that  every  pa- 

14  tient  must  be  under  the  care  of  a  physician, 

15  "(3)    has  a  physician,  a  registered  professional 

16  nurse,  or  a  medical  staff  responsible  for  the  execution  of 

17  such  policies, 

18  "  (4)   maintains  clinical  records  on  all  patients, 

19  "  (5)  continuously  provides  twenty-four-hour  nurs- 

20  ing  service  rendered  or  supervised  by  a  registered  pro- 

21  fessional  nurse, 

22  "(6)    operates  under  a  utilization  review  plan, 

23  which  has  been  made  applicable  to  it  under  subsection 

24  (g) ,  of  the  hospital  with  which  it  is  affiliated  or  under 

25  common  control, 
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1  "(7)  in  the  case  of  an  institution  in  any  State  in 

2  which  State  or  applicable  local  law  provides  for  the 

3  licensing  of  institutions  of  this  nature,  (A)  is  licensed 

4  pursuant  to  such  law,  or  (B)  is  approved,  by  the  agency 

5  of  such  State  responsible  for  licensing  institutions  of 

6  this  nature,  as  meeting  standards  established  for  such 

7  licensing;  and 

8  "(8)  meets  such  other  conditions  of  participation 

9  under  this  section  as  the  Secretary  may  find  necessary 

10  in  the  interest  of  the  health  and  safety  of  individuals 

11  who  are  furnished  services  by  or  in  such  institution; 

12  except  that  such  term  shall  not  (other  than  for  purposes 

13  of  section  1704(d)  (2))   include  any  institution  which  is 

14  primarily  for  the  care  and  treatment  of  tuberculosis  or 

15  mentally  ill  patients.   Eor  purposes  of  section  1704(d)  (2), 

16  such  term  includes  any  institution  which  meets  the  require- 

17  ments  of  paragraph  (1)  of  this  subsection. 

18  "Home  Health  Agency 

19  "  (c)    The   term    'home   health   agency'   means  an 

20  agency  which — 

21  "  ( 1 )  is  a  public  agency,  or  a  private  nonprofit 

22  organization  exempt  from  Federal  income  taxation  under 

23  section  501  of  the  Internal  Revenue  Code  of  1954, 

24  "(2)   is  primarily  engaged  in  providing  skilled 

25  nursing  services  or  other  therapeutic  services, 
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1  "(3)  has  policies,  established  by  a  group  of  pro- 

2  fessional  personnel   (associated  with  the  agency) ,  in- 

3  eluding  1  or  more  physicians  and  1  or  more  regis- 

4  tered  professional  nurses,  to  govern  the  service  (re- 

5  ferred  to  in  paragraph  (2)  )  which  it  provides, 

6  "(4)   maintains  clinical  records  on  all  patients, 

7  "(5)   in  the  case  of  an  agency  in  any  State  in 

8  which  State  or  local  law  provides  for  the  licensing  of 

9  agencies  of  this  nature,   (A)   is  licensed  pursuant  to 

10  such  law,  or  (B)  is  approved,  by  the  agency  of  such 

11  State  responsible  for  licensing  agencies  of  this  nature, 

12  as  meeting  standards  established  for  such  licensing,  and 

13  "(6)  meets  such  other  conditions  of  participation 

14  as  the  Secretary  may  find  necessary  in  the  interest  of 

15  the  health  and  safety  of  individuals  who  are  furnished 

16  services  by  such  agency; 

17  except  that  such  term  shall  not  include  any  agency  which 

18  is  primarily  for  the  care  and  treatment  of  tuberculosis  or 

19  mentally  ill  patients. 

20  "Physician 

21  "(d)  The  term  'physician',  when  used  in  connection 

22  with  the  performance  of  any  function  or  action,  means  an 

23  individual  (including  a  physician  within  the  meaning  of  sec- 

24  tion  1101  (a)  (7)  )  legally  authorized  to  practice  surgery  or 
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1  medicine  by  the  State  in  which  he  performs  such  function 

2  or  action. 

3  "Utilization  Review 

4  "  (e)  A  utilization  review  plan  of  a  hospital  shall  be 

5  deemed  sufficient  if  it  is  applicable  to  services  furnished  by 

6  the  institution  to  individuals  entitled  to  benefits  under  this 

7  title  and  if  it  provides — 

8  "(1)  for  the  review,  on  a  sample  or  other  basis, 

9  of  admissions  to  the  institution,  the  duration  of  stays 
10         therein,  and  the  professional  services  furnished,  (A) 
H         with  respect  to  the  medical  necessity  of  the  services,  and 

12  (B)  for  the  purpose  of  promoting  the  most  efficient  use 

13  of  available  health  facilities  and  services ; 

"(2)  for  such  review  to  be  made  by  either  (A) 
a  hospital  staff  committee  composed  of  2  or  more  phy- 
^         sicians,  with  or  without  participation  of  other  profes- 
1"         sional  personnel,  or  (B)  a  group  outside  the  hospital 
^         which  is  similarly  composed ; 

"(3)  for  such  review,  in  each  case  in  which 
inpatient  hospital  services  are  furnished  to  such  individ- 
uals during  a  continuous  period,  as  of  the  twenty-first 
day,  and  as  of  such  subsequent  days  as  may  be  specified 
in  regulations,  with  such  review  to  be  made  as  promptly 
after  such  twenty-first  or  subsequent  specified  day  as 
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1  possible,  and  in  no  event  later  than  1  week  following 

2  such  day; 

3  "  (4)  for  prompt  notification  to  the  institution, 

4  the  individual,  and  his  attending  physician  of  any  finding 

5  (after  opportunity  for  consultation  to  such  attending 

6  physician)  by  the  physician  members  of  such  committee 

7  or  group  that  any  further  stay  therein  is  not  medically 

8  necessary. 

9  The  provisions  of  clause  (A)  of  paragraph  (2)  shall  not 

10  apply  to  any  hospital  where,  because  of  the  small  size  of  the 

11  institution  or  for  such  other  reason  or  reasons  as  may  be 

12  included  in  regulations,  it  is  impracticable  for  the  institution 

13  to  have  a  properly  functioning  staff  committee  for  the  pur- 

14  poses  of  this  subsection. 

15  "Provider  of  Services 

16  "(f)  The  term  'provider  of  services'  means  a  hospital, 

17  skilled  nursing  facility,  or  home  health  agency. 

18  "Skilled  Nursing  Facilities  Affiliated  or  Under  Common 

19  Control  With  Hospitals 

20  "  (g)  A  hospital  and  a  skilled  nursing  facility  shall  be 

21  deemed  to  be  affiliated  or  under  common  control  if,  by  reason 

22  of  a  written  agreement  between  them  or  by  reason  of  a 

23  written  undertaking  by  a  person  or  body  which  controls 

24  both  of  them,  there  is  reasonable  assurance  that — 

H.R.  3920  4 
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1  "  ( 1 )  the  facility  will  be  operated  under  standards 

2  which  are  developed  jointly  by,  or  are  agreed  to  by,  the 

3  2  institutions,  with  respect  to — 

4  "  (A)  skilled  nursing  and  related  health  serv- 

5  ices  (other  than  physicians'  services) , 

6  "  (B)  a  system  of  clinical  records,  and 

7  "(C)  appropriate  methods  and  procedures  for 

8  the  dispensing  and  administering  of  drugs  and 

9  biologicals ; 

10  "(2)   timely  transfer  of  patients  will  be  effected 

H  between  the  hospital  and  the  skilled  nursing  facility 

1^  whenever  such  transfer  is  medically  appropriate,  and 

13  provision  is  made  for  the  transfer  or  the  joint  use  (to  the 

14  extent  practicable)  of  clinical  records  of  the  2  institu- 

15  tions;  and 

16  "(3)   the  utilization  review  plan  of  the  hospital 

17  will  be  extended  to  include  review  of  admissions  to, 

18  duration  of  stays  in,  and  the  professional  services  fur- 

19  nished  in  the  skilled  nursing  facility  and  including  review 

20  of  such  individual  cases  (and  at  such  intervals)  as  may 

21  be  specified  in  this  title  or  in  regulations  thereunder, 

22  and  with  notice  to  the  facility,  the  individual,  and  his  at- 

23  tending  physician  in  case  of  a  finding  (after  opportunity 

24  for  consultation  to  such  attending  physician)  that  fur- 
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1  ther  skilled  nursing  facility  services  are  not  medically 

2  necessary. 

3  "States  and  United  States 

4  "  (h)  The  terms  'State'  and  'United  States'  shall  have 

5  the  same  meaning  as  when  used  in  title  II. 

6  "Additional  Skilled  Nursing  Facilities 

7  "  (i)  The  Secretary  shall,  as  soon  as  practicable  after 

8  December  31,  1964,  study  the  best  ways  of  increasing  the 

9  availability  of  skilled  nursing  facility  care  for  beneficiaries 

10  under  this  title  under  conditions  assuring  good  quality  of 

11  care;  and,  on  the  basis  of  such  study  and  after  consultation 

12  with  associations  of  nursing  homes,  the  American  Hospital 

13  Association,  the  Joint  Commission  on  Accreditation  of  Hos- 

14  pitals,  and  other  appropriate  professional  organizations,  he 

15  may  determine  that  additional  nursing  facilities  in  which  such 

16  conditions  assuring  good  quality  of  care  exist  constitute 

17  skilled  nursing  facilities  under  subsection  (b)  if  they  meet 

18  the  requirements  of  such  subsection  (other  than  the  require- 

19  ment  of  affiliation  and  other  than  the  requirement  that  a 

20  hospital  utilization  review  plan  be  made  applicable)  and  if 

21  the  Secretary  finds  that  such  action  will  not  create  (or 

22  increase)  any  actuarial  imbalance  in  the  Federal  Hospital 

23  Insurance  Trust  Fund.    The  Secretary  shall  report  to  the 

24  Congress  from  time  to  time,  and  in  any  event  by  July  1, 
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1  1966,  the  results  of  the  study  under  this  subsection  and  any 

2  action  taken  as  a  result  thereof. 

3  "use  of  state  agencies  and  other  organizations 

4  TO  develop  conditions  of  participation  for  pro- 

5  VIDERS  OF  SERVICE 

6  "Sec.  1707.  In  carrying  out  his  functions,  relating  to 

7  determination  of  conditions  of  participation  by  providers  of 

8  services,  under  section  1706(a)  (7),  section  1706(b)  (8), 

9  or  section  1706  (c)  (6) ,  the  Secretary  shall  consult  with  the 

10  Hospital  Insurance  Benefits  Advisory  Council  established  by 

11  section  1712,  appropriate  State  agencies,  and  recognized 

12  national  listing  or  accrediting  bodies.    Such  conditions  pre- 

13  scribed  under  any  of  such  sections  may  be  varied  for  different 

14  areas  or  different  classes  of  institutions  or  agencies  and  may, 

15  at  the  request  of  a  State,  provide  (subject  to  the  limitation 

16  provided  in  section  1706(a)  (7))  higher  requirements  for 

17  such  State  than  for  other  States. 

18  "USB  OF  STATE  AGENCIES  AND  OTHER  ORGANIZATIONS  TO 

19  DETERMINE  COMPLIANCE  BY  PROVIDERS  OF  SERVICES 

20  WITH  CONDITIONS  OF  PARTICIPATION 

21  "Sec.  1708.  (a)  The  Secretary  may,  pursuant  to  agree- 

22  ment,  utilize  the  services  of  State  health  agencies  or  other 

23  appropriate  State  agencies  for  the  purposes  of  (1)  deter- 

24  mining  whether  an  institution  is  a  hospital  or  skilled  nursing 

25  facility,  or  whether  an  agency  is  a  home  health  agency,  or 
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1  (2)  providing  consultative  services  to  institutions  or  agencies 

2  to  assist  them  (A)  to  qualify  as  hospitals,  skilled  nursing 

3  facilities,  or  home  health  agencies,  (B)  to  establish  and  main- 

4  tain  fiscal  records  necessary  for  purposes  of  this  title,  and 

5  (0)  to  provide  information  which  may  be  necessary  to  per- 

6  mit  determination  under  this  title  as  to  whether  payments 

7  are  due  and  the  amounts  thereof.    To  the  extent  that  the 

8  Secretary  finds  it  appropriate,  an  institution  or  agency  which 

9  such  a  State  agency  certifies  is  a  hospital,  skilled  nursing 

10  facility,  or  home  health  agency  may  be  treated  as  such  by 

11  the  Secretary.    The  Secretary  shall  pay  any  such  State 

12  agency,  in  advance  or  by  way  of  reimbursement,  as  may  be 

13  provided  in  the  agreement  with  it  (and  may  make  adjust- 

14  ments  in  such  payments  on  account  of  overpayments  or  un- 

15  derpayments  previously  made) ,  for  the  reasonable  cost  of 

16  performing  the  functions  specified  in  the  first  sentence  of  this 

17  subsection,  and  for  the  fair  share  of  the  costs  attributable  to 

18  the  planning  and  other  efforts  directed  toward  coordination 

19  of  activities  in  carrying  out  its  agreement  and  other  activi- 

20  ties  related  to  the  provision  of  services  similar  to  those  for 

21  which  payment  may  be  made  under  this  title,  or  related  to 

22  the  facilities  and  personnel  required  for  the  provision  of  such 

23  services,  or  related  to  improving  the  quality  of  such  services. 

24  "(b)  (1)  An  institution  shall  be  deemed  to  meet  the 

25  conditions  of  participation  under  section  1706(a)  (except 
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1  paragraph  (5)  thereof)  if  such  institution  is  accredited  as 

2  a  hospital  by  the  Joint  Commission  on  the  Accreditation  of 

3  Hospitals.  If  such  Commission,  as  a  condition  for  accredita- 

4  tion  of  a  hospital,  hereafter  requires  a  utilization  review  plan 

5  or  imposes  another  requirement  which  serves  substantially 

6  the  same  purpose,  the  Secretary  is  authorized  to  find  that  all 

7  institutions  so  accredited  by  the  Commission  comply  also 

8  with  section  1706(a)  (5). 

9  "(2)  If  the  Secretary  finds  that  accreditation  of  an  insti- 

10  tution  by  a  national  accreditation  body,  other  than  the  Joint 

11  Commission  on  the  Accreditation  of  Hospitals,  provides 

12  reasonable  assurance  that  any  or  all  of  the  conditions  of  sec- 

13  tion  1706  (a) ,  (b) ,  or  (c) ,  as  the  case  may  be,  are  met,  he 

14  may,  to  the  extent  he  deems  it  appropriate,  treat  such  insti- 

15  tution  as  meeting  the  condition  or  conditions  with  respect  to 

16  which  he  made  such  finding. 

17  "conditions  of  and  limitations  on  payment  foe 

18  seevtces 

19  "Requirement  of  Requests  and  Certifications 

20  "Sec.  1709.  (a)  Except  as  provided  in  subsection  (f) , 

21  payment  for  services  furnished  an  individual  may  be  made 

22  only  to  eligible  providers  of  services  and  only  if — 

23  "  ( 1 )   written  request,  signed  by  such  individual 

24  except  in  cases  in  which  the  Secretary  finds  it  impractical 

25  for  the  individual  to  do  so,  is  filed  for  such  payment  in 
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1  such  form,  in  such  manner,  within  such  time,  and  hy 

2  such  person  or  persons  as  the  Secretary  may  by  regula- 

3  tion  prescribe; 

4  "  (2)  a  physician  certifies  (and  recertifies,  where 

5  such  services  are  furnished  over  a  period  of  time,  in 

6  such  cases  and  with  such  frequency,  appropriate  to  the 

7  case  involved,  as  may  be  provided  in  regulations)  that — 

8  "(A)  in  the  case  of  inpatient  hospital  serv- 

9  ices,  such  services  are  or  were  required  for  such 

10  individual's  medical  treatment,  or  such  services  are 

11  or  were  required  for  inpatient  diagnostic  study; 

12  "  (B)  in  the  case  of  outpatient  hospital  diag- 

13  nostic  services,  such  services  are  or  were  required 

14  for  diagnostic  study; 

15  "(0)  in  the  case  of  skilled  nursing  facility 

16  services,  such  services  are  or  were  required  because 

17  the  individual  needed  skilled  nursing  care  on  a  con- 

18  tinuing  basis  for  any  of  the  conditions  with  respect 

19  to  which  he  was  receiving  inpatient  hospital  services 

20  prior  to  transfer  to  the  skilled  nursing  facility  or  for 

21  a  condition  requiring  such  care  which  arose  after 

22  such  transfer  and  while  he  was  still  in  the  facility 

23  for  treatment  of  the  condition  or  conditions  for  which 

24  he  was  receiving  such  inpatient  hospital  services ; 

25  "  (D)  in  the  case  of  home  health  services,  such 
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1  services  are  or  were  required  because  the  individual 

2  needed  skilled  nursing  care  on  an  intermittent  basis 

3  or  because  he  needed  physical  or  speech  therapy;  a 

4  plan  for  furnishing  such  services  to  such  individual 

5  has  been  established  and  is  periodically  reviewed  by 

6  a  physician ;  and  such  services  are  or  were  furnished 

7  while  the  individual  was  under  the  care  of  a  physi- 

8  cian ; 

9  "(3)  with  respect  to  inpatient  hospital  services  or 
10  skilled  nursing  facility  services  furnished  such  individual 
H  after  the  twenty-first  day  of  a  continuous  period  of  such 
,  services,  there  was  not  in  effect,  at  the  time  of  admis- 
13  sion  of  such  individual  to  the  hospital,  a  decision  under 
1^  section  1710  (e)  (based  on  a  finding  that  timely  utili- 
•  zation  review  of  long-stay  cases  is  not  being  made  in 
l^         such  hospital  or  facility)  ; 

1^  "  (4)  with  respect  to  inpatient  hospital  services  or 

1®  skilled  nursing  facility  services  furnished  such  individual 
during  a  continuous  period,  a  finding  has  not  been  made 
(by  the  physician  members  of  the  committee  or  group) 
pursuant  to  the  system  of  utilization  review  that  further 
inpatient  hospital  services  or  further  skilled  nursing  fa- 
cility services,  as  the  case  may  be,  are  not  medically 
necessary ;  except  that,  if  such  a  finding  has  been  made, 
payment  may  be  made  for  such  services  furnished  in  such 
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1  period  before  the  fourth  day  after  the  day  on  which 

2  the  hospital  or  skilled  nursing  facility,  as  the  case  may 

3  be,  received  notice  of  such  finding. 

4  "Determination  of  Costs  of  Services 

5  "(b)  The  amount  paid  to  any  provider  of  services 

6  with  respect  to  services  for  which  payment  may  be  made 

7  under  this  title  shall  be  the  reasonable  cost  of  such  services, 

8  as  determined  in  accordance  with  regulations  establishing  the 

9  method  or  methods  to  be  used  in  deteraiining  such  costs  for 

10  various  types  or  classes  of  institutions,  services,  and  agencies. 

11  In  prescribing  such  regulations,  the  Secretary  shall  consider, 

12  among  other  things,  the  principles  generally  applied  by 

13  national  organizations   (which  have  developed  such  prin- 

14  ciples)  in  computing  the  amount  of  payment,  to  be  made 

15  by  persons  other  than  the  recipients  of  services,  to  providers 

16  of  services  on  account  of  services  furnished  to  such  recipients 

17  by  such  providers.    Such  regulations  may  provide  for  pay- 

18  ment  on  a  per  diem,  per  unit,  per  capita,  or  other  basis, 

19  may  provide  for  using  different  methods  in  different  circum- 

20  stances,  and  may  provide  for  the  use  of  estimates  of  costs  of 

21  particular  items  or  services. 

22  "Amount  of  Payment  for  More  Expensive  Services 

23  "(c)  (1)  In  case  the  bed  and  board  furnished  as  part 

24  of  inpatient  hospital  services  or  skilled  nursing  facility  serv- 
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1  ices  is  in  accommodations  more  expensive  than  two-,  three-, 

2  or  four-bed  accommodations  and  the  use  of  such  more  expen- 

3  sive  accommodations  rather  than  such  two-,  three-,  or  four- 

4  bed  accommodations  was  not  at  the  request  of  the  patient, 

5  payment  with  respect  to  such  services  may  not  exceed  an 

6  amount  equal  to  the  reasonable  cost  of  such  services  if  fur- 

7  nished  in  such  two-,  three-,  or  four-bed  accommodations 

8  unless  the  more  expensive  accommodations  were  required 

9  for  medical  reasons. 

10         "(2)  Where  a  provider  of  services  with  which  an 

H  agreement  under  this  title  is  in  effect  furnishes  to  an  in- 

12  dividual,  at  his  request,  items  or  services  which  are  in  excess 

13  of  or  more  expensive  than  the  items  or  services  with  respect 

14  to  which  payment  may  be  made  under  this  title,  the  Secre- 
1^  tary  shall  pay  to  such  provider  of  services  only  the  equivalent 

16  of  the  reasonable  cost  of  the  items  or  services  with  respect 

17  to  which  payment  under  this  title  may  be  made. 

18  "Amount  of  Payment  Where  Less  Expensive  Services 

19  Furnished 

20  "(d)  In  case  the  bed  and  board  furnished  as  part  of 

21  inpatient  hospital  services  or  skilled  nursing  facility  services 

22  in  accommodations  other  than,  but  not  more  expensive  than, 

23  two-,  three-,  or  four-bed  accommodations  and  the  use  of  such 

24  other  accommodations  rather  than  two-,  three-,  or  four-bed 

25  accommodations  was  neither  at  the  request  of  the  patient  nor 
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1  for  a  reason  which  the  Secretary  determines  is  consistent  with 

2  the  purposes  of  this  title,  the  amount  of  the  payment  with 

3  respect  to  such  services  under  this  title  shall  be  the  reason- 

4  able  cost  of  such  services  minus  the  difference  beween  the 

5  charge  customarily  made  by  the  hospital  or  skilled  nursing 

6  facility  for  such  services  in  two-,  three-,  or  four-bed  accom- 

7  modations  and  the  charge  customarily  made  by  it  for  such 

8  services  in  the  accommodations  furnished. 

9  "No  Payments  to  Federal  Providers  of  Services 

10  "(e)  No  payment  may  be  made  under  this  title  (ex- 

11  cept  under  subsection  (f)  of  this  section)  to  any  Federal 

12  provider  of  services,  except  a  provider  of  services  which  the 

13  Secretary  determines,  in  accordance  with  regulations,  is 

14  providing  services  to  the  public  generally  as  a  community 

15  institution  or  agency;  and  no  such  payment  may  be  made  to 

16  any  provider  of  services  for  any  item  or  service  which  such 

17  provider  is  obligated  by  a  law  of,  or  a  contract  with,  the 

18  United  States  to  render  at  public  expense. 

19  "Payment  for  Emergency  Inpatient  Hospital  Services 

20  "(f)  Payments  shall  also  be  made  to  any  hospital  for 

21  inpatient  hospital  services  or  outpatient  hospital  diagnostic 

22  services  furnished,  by  the  hospital  or  under  arrangements 

23  (as  defined  in  section  1703  (f )  )  with  it,  to  an  individual 

24  entitled  to  health  insurance  benefits  under  this  title  even 

25  though  such  hospital  does  not  have  an  agreement  in  effect 
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1  under  this  title  if  (A)  such  services  were  emergency  services 

2  and  (B)  the  Secretary  would  be  required  to  make  such  pay- 

3  ment  if  the  hospital  had  such  an  agreement  in  effect  and 

4  otherwise  met  the  conditions  of  payment  hereunder.  Such 

5  payment  shall  be  made  only  in  amounts  determined  as  pro- 

6  vided  in  subsection  (b)  and  then  only  if  such  hospital  agrees 

7  to  comply,  with  respect  to  the  emergency  services  provided, 

8  with  the  provisions  of  section  1710  (a) . 

9  "Payment  for  Services  Prior  to  Notification  of  Noneligibility 
10  "(g)  Notwithstanding  that  an  individual  is  not  en- 
H  titled  to  have  payment  made  under  this  title  for  inpatient 
l^  hospital  services,  skilled  nursing  facility  services,  home 
13  health  services,  or  outpatient  hospital  diagnostic  services  fur- 
1^  nished  by  any  provider  of  services,  payment  shall  be  made 

15  to  such  provider  of  services  (unless  such  provider  elects  not 

16  to  receive  such  payment  or,  if  payment  has  already  been 

17  made,  refunds  such  payment  within  the  time  specified  by 

18  the  Secretary)  for  such  services  which  are  furnished  to  the 

19  individual  prior  to  notification  from  the  Secretary  of  his  lack 

20  of  entitlement  if  such  payments  are  not  otherwise  precluded 

21  under  this  title  and  if  such  provider  complies  with  the  rules 

22  established  hereunder  with  respect  to  such  payments,  has 

23  acted  in  good  faith  and  without  knowledge  of  such  lack  of 

24  entitlement,  and  has  acted  reasonably  in  assuming  entitle- 

25  ment  existed. 


37 

1  "agreements  with  providers  of  services 

2  "Sec.  1710.  (a)   Any  provider  of  services  shall  be 

3  eligible  for  payments  under  this  title  if  it  files  with  the 

4  Secretary  an  agreement  not  to  charge  any  individual  or 

5  any  other  person  for  items  or  services  for  which  such  indi- 

6  vidual  is  entitled  to  have  payment  made  under  this  title 

7  (or  for  which  he  would  be  so  entitled  if  such  provider  had 

8  complied  with  the  procedural  and  other  requirements  under 

9  or  pursuant  to  this  title  or  for  which  such  provider  is  paid 

10  pursuant  to  the  provisions  of  section  1709  (g)  ) ,  and  to 

11  make  adequate  provision  for  return  (or  other  disposition,  in 

12  accordance  with  regulations)  of  any  moneys  incorrectly  col- 

13  lected  from  such  individual  or  other  person,  except  that  such 

14  provider  of  services  may  charge  such  individual  or  other 

15  person  the  amount  of  any  deduction  imposed  pursuant  to 

16  subsection  (a)  or  (c)  of  section  1704  with  respect  to  such 

17  services  (not  in  excess  of  the  amount  customarily  charged 

18  for  such  services  by  such  provider)  and,  where  the  provider 

19  of  services  has  furnished,  at  the  request  of  such  individual, 

20  items  or  services  which  are  in  excess  of  or  more  expensive 

21  than  the  items  or  services  with  respect  to  which  pa}^ment  may 

22  be  made  under  this  title,  such  provider  may  also  charge  such 

23  individual  or  other  person  for  such  more  expensive  items  or 

24  services  but  not  more  than  the  difference  between  the  amount 

25  customarily  charged  by  it  for  the  items  or  services  furnished 
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1  at  such  request  and  the  amount  customarily  charged  by  it  for 

2  the  items  or  services  with  respect  to  which  payment  may  be 

3  made  under  this  title. 

4  "(b)   An  agreement  with  the  Secretary  under  this 

5  section  may  be  terminated — 

6  "  ( 1 )  by  the  provider  of  services  at  such  time  and 

7  upon  such  notice  to  the  Secretary  and  the  public  as  may 

8  be  provided  in  regulations,  except  that  the  time  such 
agreement  is  thereby  required  by  the  Secretary  to  con- 

10  tinue  in  effect  after  such  notice  may  not  exceed  6 

H  months  after  such  notice,  or 

12  "  (2)  by  the  Secretary  at  such  time  and  upon  such 

13  notice  to  the  provider  of  services  and  the  public  as  may 

14  be  specified  in  regulations,  but  only  after  the  Secretary 

15  has  determined,  and  has  given  such  provider  notification 

16  thereof,  (A)  that  such  provider  of  services  is  not  com- 

17  plying  substantially  with  the  provisions  of  such  agree- 

18  ment,  or  with  the  provisions  of  this  title  and  regulations 

19  thereunder,  or  (B)  that  such  provider  no  longer  sub- 

20  stantially  meets  the  applicable  provisions  of  section 

21  1706,  or  (C)  that  such  provider  of  services  has  failed 

22  to  provide  such  information  as  the  Secretary  finds 

23  necessary  to  determine  whether  payments  are  or  were 

24  due  under  this  title  and  the  amounts  thereof,  or  has 

25  refused  to  permit  such  examination  of  its  fiscal  and  other 
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1  records  by  or  on  behalf  of  the  Secretary  as  may  be 

2  necessary  to  verify  such  information. 

3  Any  termination  shall  be  applicable — 

4  "(3)  in  the  case  of  inpatient  hospital  services  or 

5  skilled  nursing"  facility  services,  with  respect  to  such 

6  services  furnished  to  any  individual  who  is  admitted  to 

7  the  hospital  or  skilled  nursing  facility  furnishing  such 

8  services  on  or  after  the  effective  date  of  such  termination, 

9  "(4)  (A)   with  respect  to  home  health  services 

10  furnished  to  an  individual  under  a  plan  therefor  estab- 

11  lished  on  or  after  the  effective  date  of  such  termination, 

12  or  (B)  if  such  plan  is  established  before  such  effective 

13  date,  with  respect  to  such  services  furnished  to  such  in- 

14  dividual  after  the  calendar  year  in  which  such  termina- 
ls tion  is  effective,  and 

16  "(5)  with  respect  to  outpatient  hospital  diagnostic 

17  services  furnished  on  or  after  the  effective  date  of  such 

18  termination. 

19  "  (c)  Nothing  in  this  title  shall  preclude  any  provider  of 

20  services  or  any  group  or  groups  of  such  providers  from  being 

21  represented  by  an  individual,  association,  or  organization 

22  authorized  by  such  provider  or  providers  of  services  to  act 

23  on  their  behalf  in  negotiating  with  respect  to  their  participa- 

24  tion  under  this  title  and  the  terms,  methods,  and  amounts  of 

25  payments  for  services  to  be  provided  thereunder. 
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1  "(d)  Where  an  agreement  filed  under  this  title  by  a 

2  provider  of  services  has  been  terminated  by  the  Secretary, 

3  such  provider  may  not  file  another  agreement  under  this  title 

4  unless  the  Secretary  finds  that  the  reason  for  the  termination 

5  has  been  removed  and  there  is  reasonable  assurance  that  it 

6  will  not  recur. 

7  "(e)  If  the  Secretary  finds  that  timely  review  in  ac- 

8  cordance  with  section  1706  (e)  of  long-stay  cases  in  a  hos- 

9  pital  or  skilled  nursing  facility  is  not  being  made  with  rea- 

10  sonable  regularity,  he  may,  in  lieu  of  terminating  his  agree- 

11  ment  with  such  hospital  or  facility,  decide  that,  with  respect 

12  to  any  individual  admitted  to  such  hospital  or  skilled  nursing 

13  facility  after  a  date  specified  by  him,  no  payment  shall  be 

14  made  for  inpatient  hospital  services  or  skilled  nursing  facility 

15  services  after  the  twenty-first  day  of  a  continuous  period  of 

16  such  services.    Such  decision  may  be  made  only  after  such 

17  notice  to  the  hospital,  or  (in  the  case  of  a  skilled  nursing 

18  facility)  to  the  hospital  and  the  facility,  and  to  the  public 

19  as  may  be  prescribed  by  regulations,  and  its  effectiveness 

20  shall  be  rescinded  when  the  Secretary  finds  that  the  reason 

21  therefor  has  been  removed  and  there  is  reasonable  assurance 

22  that  it  will  not  recur. 

23  "payment  to  pbovidees  of  seevioes 

24  "Sec.  1711.  The  Secretary  shall  periodically  determine 

25  the  amount  which  should  be  paid  to  each  provider  of  serv- 
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1  ices  under  this  title  with  respect  to  the  services  furnished  by 

2  it,  and  the  provider  shall  be  paid,  at  such  time  or  times  as 

3  the  Secretary  believes  appropriate  and  prior  to  audit  or 

4  settlement  by  the  General  Accounting  Office,  from  the 

5  Federal  Hospital  Insurance  Trust  Fund  the  amounts  so  deter- 

6  mined;  except  that  such  amounts  may  be  reduced  or  in- 

7  creased,  as  the  case  may  be,  by  any  sum  by  which  the  Sec- 

8  retary  finds  that  the  amount  paid  to  such  provider  of  services 

9  for  any  prior  period  was  greater  or  less  than  the  amount 

10  which  should  have  been  paid  to  it  for  such  period. 

11  "hospital  insurance  benefits  advisory  council 

12  "Sec.  1712.  For  the  purpose  of  advising  the  Secre- 

13  tary  on  matters  of  general  policy  in  the  administration 

14  of  this  title  and  in  the  formulation  of  regulations  under  this 
1^  title,  there  is  hereby  created  a  Hospital  Insurance  Bene- 
16  fits  Advisory  Council  which  shall  consist  of  14  per- 
1^  sons,  not  otherwise  in  the  employ  of  the  United  States, 
l^  appointed  by  the  Secretary  without  regard  to  the  civil 

19  service  laws.    The  Secretary  shall  from  time  to  time  ap- 

20  point  one  of  the  members  to  serve  as  Chairman.   Not  less 

21  than  4  of  the  appointed  members  shall  be  persons  who 

22  are  outstanding  in  the  fields  pertaining  to  hospitals  and 

23  health  activities.    Each  appointed  member  shall  hold  of- 

24  fice  for  a  term  of  4  years,  except  that  any  member  ap- 
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1  pointed  to  fill  a  vacancy  occurring  prior  to  the  expira- 

2  tion  of  the  term  for  which  his  predecessor  was  appointed 

3  shall  be  appointed  for  the  remainder  of  such  term,  and 

4  except  that  the  terms  of  office  of  the  members  first  taking 

5  office  shall  expire,  as  designated  by  the  Secretary  at  the 

6  time  of  appointment,  3  at  the  end  of  the  first  year,  4  at  the 

7  end  of  the  second  year,  3  at  the  end  of  the  third  year,  and  4 

8  at  the  end  of  the  fourth  year  after  the  date  of  appointment. 

9  An  appointed  member  shall  not  be  eligible  to  serve  con- 

10  tinuously  for  more  than  2  terms.   The  Secretary  may,  at  the 

11  request  of  the  Council,  appoint  such  special  advisory  or 

12  technical  committees  as  may  be  useful  in  carrying  out  its 

13  functions.   Appointed  members  of  the  Advisory  Council 

14  and  members  of  its  advisory  or  technical  committees,  while 

15  attending  meetings  or  conferences  thereof  or  otherwise  serv- 

16  ing  on  business  of  the  Advisory  Council  or  of  such  a  com- 

17  mittee  or  committees,  shall  be  entitled  to  receive  compensa- 

18  tion  at  rates  fixed  by  the  Secretary,  but  not  exceeding  $100 

19  per  day,  and  while  so  serving  away  from  their  homes  or  regu- 

20  lar  places  of  business  they  may  be  allowed  travel  expenses, 

21  including  per  diem  in  lieu  of  subsistence,  as  authorized  by 

22  section  5  of  the  Administrative  Expenses  Act  of  1946  (5 

23  U.S.C.  73b-2)  for  persons  in  the  Government  service  em- 

24  ployed  intermittently.    The  Advisory  Council  shall  meet  as 

25  frequently  as  the  Secretary  deems  necessary.   Upon  request 
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1  of  4  or  more  members,  it  shall  be  the  duty  of  the  Secretary 

2  to  call  a  meeting  of  the  Advisory  Council. 

3  "review  of  determinations 

4  "Sec.  1713.  Any  individual  dissatisfied  with  any  de- 

5  termination  made  by  the  Secretary  that  he  is  not  entitled 

6  to  insurance  benefits  under  this  title  or  that  he  is  not  en- 
•  titled  to  have  payment  made  under  this  title  with  respect 

8  to  any  class  of  services  furnished  him,  shall  be  entitled  to  a 

9  hearing  thereon  by  the  Secretary  to  the  same  extent  as  is 
10  provided  in  section  205  (b)  with  respect  to  decisions  of  the 
H  Secretary,  and  to  judicial  review  of  the  Secretary's  final  de- 
1^  cision  after  such  hearing  as  is  provided  in  section  205  (g) . 
I3  "overpayments  to  individuals 

1^  "Sec.  1714.  (a)  Any  payment  under  this  title  to  any 

15  provider  of  services  with  respect  to  inpatient  hospital  serv- 

1^  ices,  skilled  nursing  facility  services,  home  health  services,  or 

17  outpatient  hospital  diagnostic  services,  furnished  any  indi- 

18  vidual  shall  be  regarded  as  a  payment  to  such  individual. 

19  "(b)  Where— 

20  "(1)  more  than  the  correct  amount  is  paid  under 

21  this  title  to  a  provider  of  services  for  services  furnished 

22  an  individual  and  the  Secretary  determines  that,  within 

23  such  period  as  he  may  specify,  the  excess  over  the  cor- 

24  rect  amount  cannot  be  recouped  from  such  provider  of 
*°  services,  or 
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"(2)  any  payment  has  been  made  under  section 
1709  (g)  to  a  provider  of  services  for  services  furnished 
an  individual, 

proper  adjustments  shall  be  made,  under  regulations  pre- 
scribed by  the  Secretary,  by  decreasing  subsequent  pay- 
ments— 

"  ( 3 )  to  which  such  individual  is  entitled  under 
title  II,  or 

"  (4)  if  such  individual  dies  before  such  adjust- 
ment has  been  completed,  to  which  any  other  individ- 
ual is  entitled  under  title  II  with  respect  to  the  wages 
and  self-employment  income  which  were  the  basis  of 
benefits  of  such  deceased  individual  under  such  title. 
"(c)  There  shall  be  no  adjustment  as  provided  in  sub- 
section (b)  (nor  shall  there  be  recovery)  in  any  case  where 
the  incorrect  payment  has  been  made  (including  payments 
under  section  1709  (g)  )  for  services  furnished  to  an  individ- 
ual who  is  without  fault  and  where  such  adjustment  (or 
recovery)  would  defeat  the  purposes  of  title  II  or  would  be 
against  equity  and  good  conscience. 

"(d)  No  certifying  or  disbursing  officer  shall  be  held 
liable  for  any  amount  certified  or  paid  by  him  to  any  pro- 
vider of  services  where  the  adjustment  or  recovery  of  such 
amount  is  waived  under  subsection  (c)  or  where  adjust- 
ment under  subsection  (b)  is  not  completed  prior  to  the 
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1  death  of  all  persons  against  whose  benefits  such  adjustment 

2  is  authorized. 

3  "use  of  private  organizations  to  facilitate 

4  payment  to  providers  of  service 

5  "Sec.  1715.  (a)  The  Secretary  is  authorized  to  enter 

6  into  an  agreement  with  any  organization,  which  has  been 

7  designated  by  any  group  of  providers  of  services,  or  by  an 

8  association  of  such  providers  on  behalf  of  its  members,  to 

9  receive  payments  under  section  1711  on  behalf  of  such  pro- 

10  viders,  providing  for  the  determination  by  such  organization 

11  (subject  to  such  review  by  the  Secretary  as  may  be  provided 

12  for  in  the  agreement)  of  the  amount  of  payments  required 

13  pursuant  to  this  title  to  be  made  to  such  providers,  and  for 

14  making  such  payments.    The  Secretary  shall  not  enter  into 

15  an  agreement  with  any  organization  under  this  section 

16  unless  he  finds  it  consistent  with  effective  and  efficient  ad- 

17  ministration  of  this  title. 

18  "(b)  To  the  extent  that  the  Secretary  finds  that  per- 

19  formance  of  any  of  the  following  functions  by  an  organiza- 

20  tion  with  which  he  has  entered  into  an  agreement  under 

21  subsection  (a)  will  be  advantageous  and  will  promote  the 

22  efficient  administration  of  this  title,  he  may  also  include  in 

23  the  agreement  provision  that  the  organization  shall  (with 

24  respect  to  providers  of  services  which  are  to  receive  payments 

25  through  the  organization — 
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"  ( 1 )  serve  as  a  center  for,  and  communicate  to 
providers,  any  information  or  instructions  furnished  to 
it  by  the  Secretary,  and  serve  as  a  channel  of  communi- 
cation from  providers  to  the  Secretary; 

"(2)  make  such  audits  of  the  records  of  providers 
as  may  be  necessary  to  insure  that  proper  payments  are 
made  under  this  title; 

"  (3)  assist  in  the  application  of  safeguards  against 
unnecessary  utilization  of  services  furnished  by  providers 
to  individuals  entitled  to  have  payment  made  under 
this  title  with  respect  to  services  furnished  them; 

"(4)  perform  such  other  duties  as  are  necessary 
to  carry  out  the  functions  specified  in  subsection  (a) 
and  this  subsection. 

"  (c)  An  agreement  with  any  organization  under  this 
1"   section  may  contain  such  terms  and  conditions  as  the  Secre- 

17  tary  finds  necessary  or  appropriate,  and  may  provide  for 

18  advances  of  funds  to  the  organization  for  the  making  of 

19  payments  by  it  under  subsection  (a)  and  shall  provide  for 

20  payment  of  the  reasonable  cost  of  administration  of  the 

21  organization  as  determined  by  the  Secretary  to  be  necessary 

22  and  proper  for  carrying  out  the  functions  covered  by  the 

23  agreement. 
"(d)  If  the  designation  of  an  organization  as  provided 

in  this  section  is  made  by  an  association  of  providers  of 


24 
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1  services,  it  shall  not  be  binding  on  members  of  the  association 

2  which  notify  the  Secretary  of  their  election  to  that  effect. 

3  Any  provider  may,  upon  such  notice  as  may  be  specified  in 

4  the  agreement  with  an  organization,  withdraw  his  designation 

5  to  receive  payments  through  such  organization  and  any  pro- 

6  vider  who  has  not  designated  an  organization  may  elect  to 

7  receive  payments  from  an  organization  which  has  entered 

8  into  agreement  with  the  Secretary  under  this  section,  if  the 

9  Secretary  and  the  organization  agree  to  it. 

10  "(e)  An  agreement  with  the  Secretary  under  this  sec- 

11  tion  may  be  terminated — 

12  "  ( 1 )  by  the  organization  entering  into  such  agree- 

13  ment  at  such  time  and  upon  such  notice  to  the  Secre- 

14  tary,  to  the  public,  and  to  the  providers  as  may  be 

15  provided  in  regulations,  or 

16  "  (2)  by  the  Secretary  at  such  time  and  upon  such 

17  notice  to  the  organization,  and  to  the  providers  which 

18  have  designated  it  for  purposes  of  this  section,  as  may 

19  be  provided  in  regulations,  but  only  if  he  finds,  after 

20  reasonable  notice  and  opportunity  for  hearing  to  the 

21  organization,  that  (A)  the  organization  has  failed  sub- 

22  stantially  to  carry  out  the  agreement,  or  (B)  the  con- 

23  tinuation  of  some  or  all  of  the  functions  provided  for 

24  in  the  agreement  with  the  organization  is  disadvan- 
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1  tageous  or  is  inconsistent  with  efficient  administration 

2  of  this  title. 

3  "(f)  An  agreement  with  an  organization  under  this 

4  section  may  require  any  of  its  officers  or  employees  certi- 

5  fying  payments  or  disbursing  funds  pursuant  to  the  agree- 

6  ment,  or  otherwise  participating  in  carrying  out  the  agree- 

7  ment,  to  give  surety  bond  to  the  United  States  in  such  amount 

8  as  the  Secretary  may  deem  appropriate,  and  may  provide 

9  for  the  payment  of  the  charges  for  such  bond  from  the  JFed- 

10  eral  Hospital  Insurance  Trust  Fund. 

11  "(g)   (1)   No  individual  designated  pursuant  to  an 

12  agreement  under  this  section  as  a  certifying  officer  shall,  in 

13  the  absence  of  gross  negligence  or  intent  to  defraud  the 

14  United  States,  be  liable  with  respect  to  any  payments  certi- 

15  fied  by  him  under  this  section. 

16  "(2)  No  disbursing  officer  shall,  in  the  absence  of  gross 
l^  negligence  or  intent  to  defraud  the  United  States,  be  liable 
1°  with  respect  to  any  payment  by  him  under  this  section  if  it 
1"  was  based  upon  a  voucher  signed  by  a  certifying  officer  desig- 

20  nated  as  provided  in  paragraph  ( 1 )  of  this  subsection. 

21  OPTION    TO    INDIVIDUALS    TO    OBTAIN  SUPPLEMENTARY 

22  PRIVATE  HEALTH  INSURANCE  PROTECTION 

23  Sec.  1716.  (a)  Nothing  contained  in  this  title  shall  be 

24  construed  to  preclude  any  State  from  providing,  or  any  in- 
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1  dividual  from  purchasing  or  otherwise  securing,  protection 

2  against  the  cost  of  health  or  medical  care  services  in  addition 

3  to  those  for  which  payment  may  be  made  under  this  title. 

4  (b)  The  Secretary  shall  consult  with  providers  of  hos- 

5  pital  or  other  medical  care  services,  and  with  insurance  com- 

6  panies  and  other  similar  organizations  providing  protection 

7  against  the  costs  of  any  of  such  services,  and  representatives 

8  of  such  providers,  insurance  companies,  or  other  similar  or- 

9  ganizations,  and  with  appropriate  State  and  other  public  or 

10  private  agencies  or  organizations  to  the  end  that  they  are 

11  encouraged  and  assisted  in  developing  and  providing  pro- 

12  tection,  which  supplements  that  provided  under  this  title, 

13  against  the  costs  of  health  or  other  medical  care  services  for 

14  which  payments  may  not  be  made  under  this  title. 

15  "regulations 

16  "Sec.  1717.  When  used  in  this  title,  the  term  'regula- 

17  tions'  means,  unless  the  context  otherwise  requires,  regula- 

18  tions  prescribed  by  the  Secretary. 

19  "application  of  certain  provisions  of  title  II 

20  "Sec.  1718.  The  provisions  of  sections  206,  208,  and 

21  216  (j) ,  and  of  subsections  (a),  (d) ,  (e),  (f) ,  and  (h)  of 

22  section  205  shall  also  apply  with  respect  to  this  title  to  the 

23  same  extent  as  they  are  applicable  with  respect  to  title  II. 
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1  "designation  of  organization  or  publication  by 

2  NAME 

3  "Sec.  1719.  Designation  in  this  title,  by  name,  of  any 

4  nongovernmental  organization  or  publication  shall  not  be 

5  affected  by  change  of  name  of  such  organization  or  publica- 

6  tion,  and  shall  apply  to  any  successor  organization  or  publi- 

7  cation  which  the  Secretary  finds  serves  the  purpose  for  which 

8  such  designation  is  made." 

9  FEDERAL  HOSPITAL  INSURANCE  TRUST  FUND 

10  Sec.  102.  (a)  Section  201  of  the  Social  Security  Act 

11  is  amended  by  redesignating  subsections   (c) ,   (d) ,  (e), 

12  (f ) ,  (g) ,  and  (h)  as  subsections  (d),  (e),  (f) ,  (g),  (h) , 
1^  and  (i),  respectively,  and  by  adding  after  subsection  (b) 

14  the  following  new  subsection: 

15  "(c)  There  is  hereby  created  on  the  books  of  the 

16  Treasury  of  the  United  States  a  trust  fund  to  be  known  as 

17  the  'Federal  Hospital  Insurance  Trust  Fund'.   The  Federal 

18  Hospital  Insurance  Trust  Fund  shall  consist  of  such  amounts 

19  as  may  be  appropriated  to,  or  deposited  in,  such  fund  as 

20  provided  in  this  section.   There  is  hereby  appropriated  to  the 

21  Federal  Hospital  Insurance  Trust  Fund  for  the  fiscal  year 

22  ending  June  30,  1965,  and  for  each  fiscal  year  thereafter,  out 

23  of  any  moneys  in  the  Treasury  not  otherwise  appropriated, 

24  amounts  equivalent  to  100  per  centum  of — 

25  "(1)  0.68  of  1  per  centum  of  the  wages  (as  de- 

26  fined  in  section  3121  of  the  Internal  Revenue  Code  of 
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1  1954)  paid  after  December  31,  1964,  and  reported  to 

2  the  Secretary  of  the  Treasury  or  his  delegate  pursuant  to 

3  subtitle  F  of  the  Internal  Revenue  Code  of  1954,  which 

4  wages  shall  be  certified  by  the  Secretary  of  Health,  Edu- 

5  cation,  and  Welfare  on  the  basis  of  the  records  of  wages 

6  established  and  maintained  by  such  Secretary  in  accord- 

7  ance  with  such  reports ;  and 

8  "(2)  0.51  of  1  per  centum  of  the  amount  of  self- 

9  employment  income  (as  defined  in  section  1402  of  the 

10  Internal  Revenue  Code  of  1954)  reported  to  the  Secre- 

11  tary  of  the  Treasury  or  his  delegate  on  tax  returns  under 

12  subtitle  F  of  the  Internal  Revenue  Code  of  1954  for 

13  any  taxable  year  beginning  after  December  31,  1964, 

14  which  self-employment  income  shall  be  certified  by  the 

15  Secretary  of  Health,  Education,  and  Welfare  on  the 

16  basis  of  the  records  of  self-employment  income  estab- 

17  lished  and  maintained  by  the  Secretary  of  Health,  Edu- 

18  cation,  and  Welfare  in  accordance  with  such  returns." 

19  (b)  (1)  The  heading  of  section  201  of  the  Social 

20  Security  Act  is  amended  to  read:  "federal  old-age  and 

21  SURVIVORS  INSURANCE  TRUST  FUND,  FEDERAL  DISABILITY 

22  INSURANCE  TRUST  FUND,  AND  FEDERAL  HOSPITAL  INSUR- 

23  ANCE  TRUST  FUND". 

24  (2)  Subsection   (a)   of  section  201  of  such  Act  is 

25  amended  by  inserting  "and  the  amounts  specified  in  clause 
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1  (1)  of  subsection  (c)  of  this  section"  immediately  before 

2  the  semicolon  in  clause  (3)  thereof,  by  inserting  "and  the 

3  amount  specified  in  clause  (2)  of  subsection  (c)  of  this 

4  section"  immediately  before  the  period  in  clause  (4)  there- 

5  of,  and  by  striking  out  the  last  sentence  and  inserting  in 

6  lieu  thereof:  "The  amounts  appropriated  by  clauses  (3) 

7  and  (4)  shall  be  transferred  from  time  to  time  from  the 

8  general  fund  in  the  Treasury  to  the  Federal  Old-Age  and 

9  Survivors  Insurance  Trust  Fund,  the  amounts  appropriated 

10  by  clauses  (1)  and  (2)  of  subsection  (b)  shall  be  trans- 

11  ferred  from  time  to  time  from  the  general  fimd  in  the 

12  Treasury  to  the  Federal  Disability  Insurance  Trust  Fund, 

13  and  the  amounts  appropriated  by  clauses  (1)  and  (2)  of 

14  subsection  (c)  shall  be  transferred  from  time  to  time  from 

15  the  general  fund  in  the  Treasury  to  the  Federal  Hospital 

16  Insurance  Trust  Fund,  such  amounts  to  be  determined  on 

17  the  basis  of  estimates  by  the  Secretary  of  the  Treasury  of 

18  the  taxes,  specified  in  clauses  (3)  and  (4)  of  this  subsection, 

19  paid  to  or  deposited  into  the  Treasury;  and  proper  adjust- 

20  ment  shall  be  made  in  amounts  subsequently  transferred  to 

21  the  extent  prior  estimates  were  in  excess  of  or  were  less 

22  than  the  taxes  specified  in  such  clauses  (3)  and  (4)  of 

23  this  subsection." 

24  (c)  The  first  sentence  of  the  subsection  of  such  section 

25  201  herein  redesignated  as  subsection  (d)  is  amended  by 
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1  striking  out  "and  the  Federal  Disability  Insurance  Trust 

2  Fund"  and  inserting  in  lieu  thereof     the  Federal  Disability 

3  Insurance  Trust  Fund,  and  the  Federal  Hospital  Insurance 

4  Trust  Fund". 

5  (d)  Paragraph  (1)  of  the  subsection  of  such  section 

6  201  herein  redesignated  as  subsection  (h)  is  amended  by 

7  striking  out  "titles  II  and  VIII"  and  "this  title"  wherever 

8  they  appear  and  inserting  in  lieu  thereof  "this  title  XVII". 

9  (e)  The  last  sentence  of  paragraph  (2)  of  such  sub- 
10  section  is  amended  by  striking  out  "and  clause  (1)  of  sub- 
H  section  (b)  "  and  inserting  in  lieu  thereof      clause  (1)  of 

12  subsection  (b),  and  clause  (1)  of  subsection  (c)". 

13  (f)    The  subsection  of  such  section  herein  redesig- 

14  nated  as  subsection  (i)  is  amended  by  adding  at  the  end 

15  thereof  the  following  new  sentence:  "Payments  required  to 

16  be  made  under  title  XVII  shall  be  made  only  from  the 
1^  Federal  Hospital  Insurance  Trust  Fund." 

18  (g)  Section  218(h)  (1)  of  such  Act  is  amended  by 

19  striking  out  "and   (b)  (1)"  and  inserting  in  lieu  thereof 

20  ",  (b)  (1),  and  (e)  (1)". 

21  (h)  Section  221  (e)  of  such  Act  is  amended — 

22  (A)  by  striking  out  "Trust  Funds"  wherever  that 

23  appears  and  inserting  in  lieu  thereof  "Trust  Funds  (ex- 

24  cept  the  Federal  Hospital  Insurance  Trust  Fund)"; 

25  (B)  by  striking  out  "subsection   (g)   of  section 
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201"  and  inserting  in  lieu  thereof  "subsection  (h)  of 
section  201";  and 

(C)   by  inserting  "under  this  title"  before  the 
period  at  the  end  thereof. 

(i)  Section  1106(b)  of  such  Act  is  amended  by 
striking  out  "and  the  Federal  Disability  Insurance  Trust 
Fund"  and  inserting  in  lieu  thereof  the  Federal  Disability 
Insurance  Trust  Fund,  and  the  Federal  Hospital  Insurance 
Trust  Fund". 

TRANSITIONAL  PROVISION  FOR  ELIGIBILITY 
FOR  PRESENTLY  UNINSURED  INDIVIDUALS 
Sec.  103.  (a)  Anyone  who — 

(1)  has  attained  the  age  of  65, 

(2)  (A)  attained  such  age  before  1967,  or  (B) 
has  not  less  than  3  quarters  of  coverage  (as  defined  in 
title  II  of  the  Social  Security  Act  or  section  5  (1)  of 
the  Railroad  Retirement  Act  of  1937),  whenever  ac- 
quired, for  each  calendar  year  elapsing  after  1964  and 
before  the  year  in  which  he  attained  such  age, 

(3)  is  not,  and  upon  riling  application  therefor 
would  not  be,  entitled  to  monthly  insurance  benefits  un- 
der section  202  of  the  Social  Security  Act  and  does  not 
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1  meet  the  requirements  set  forth  in  subparagraph  (B)  of 

2  section  21  (b)  of  the  Railroad  Retirement  Act  of  1937, 

3  and 

4  (4)  has  filed  an  application  under  this  section  at 

5  such  time,  in  such  manner,  and  in  accordance  with  such 

6  other  requirements  as  may  be  prescribed  in  regulations 

7  of  the  Secretary, 

8  shall  (subject  to  the  limitations  in  this  section)  be  deemed, 

9  solely  for  purposes  of  section  1705  of  the  Social  Security 
10  Act,  to  be  entitled  to  monthly  insurance  benefits  under  such 
H  section  202  for  each  month,  beginning  with  the  first  month 
1^  in  which  he  meets  the  requirements  of  this  subsection  and 

13  ending  with  the  month  in  which  he  dies  or,  if  earlier,  the 

14  month  before  the  month  in  which  he  becomes  entitled  to 

15  monthly  insurance  benefits  under  such  section  202  or  meets 

16  the  requirements  set  forth  in  subparagraph  (B)  of  section 

17  21  (b)  of  the  Railroad  Retirement  Act  of  1937. 

18  (b)  The  provisions  of  subsection  (a)  shall  apply  only 

19  in  the  case  of  an  individual  who— 

20  (1)   is  a  resident  of  the  United  States  (as  de- 

21  fined  in  section  210  of  the  Social  Security  Act) ,  and 

22  (2)  is  a  citizen  of  the  United  States  or  has  re- 
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1 

2 

3 


5 
6 
7 
8 
9 
10 
11 
12 
13 


17 
18 
19 
20 
21 
22 


sided  in  the  United  States  (as  so  denned)  continuously 
for  not  less  than  10  years. 

(c)  The  provisions  of  subsection  (a)  shall  not  apply  to 


4   any  individual  who — 


( 1 )  is  a  member  of  any  organization  referred  to  in 
section  210(a)  (17)   of  the  Social  Security  Act, 

(2)  has  been  convicted  of  any  offense  listed  in 
section  202  (u)  of  the  Social  Security  Act, 

(3)  is  an  employee  of  the  United  States,  or 

(4)  is  eligible  for  the  benefits  of  the  Federal  Em- 
ployees Health  Benefits  Act  of  1959  or  the  Eetired 
Federal  Employees  Health  Benefits  Act. 
(d)  There  are  authorized  to  be  appropriated  to  the 

14  Federal  Hospital  Insurance  Trust  Fund   (established  by 

15  section  201  of  the  Social  Security  Act)  from  time  to  time 

16  such  sums  as  the  Secretary  deems  necessary,  on  account  of — 

(a)  payments  made  from  such  Trust  Fund  under 
title  XVII  of  such  Act  with  respect  to  individuals  who 
are  entitled  to  insurance  benefits  under  such  title  solely 
by  reason  of  this  section, 

(b)  the  additional  administrative  expenses  result- 
ing therefrom,  and 
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1  (c)  any  loss  in  interest  to  such  Trust  Fund  result- 

2  ing  from  the  payment  of  such  amounts, 

3  in  order  to  place  such  Trust  Fund  in  the  same  position  in 

4  which  it  would  have  been  if  subsections  (a)  and  (b)  of  this 

5  section  had  not  been  enacted. 

6  INCREASE  IN  EARNINGS  BASE 


7  Definition  of  Wages 

8  Sec.  104.  (a)  (1)  Paragraph  (3)  of  section  209(a) 

9  of  the  Social  Security  Act  is  amended  by  inserting  "and 

10  prior  to  1965"  after  "1958". 

11  (2)  Such  section  209  (a)  is  further  amended  by  adding 

12  at  the  end  thereof  the  following  new  paragraph : 

13  "  (4)  That  part  of  remuneration  which,  after  re- 

14  muneration  (other  than  remuneration  referred  to  in  the 

15  succeeding  subsections  of  this  section)  equal  to  $5,200 

16  with  respect  to  employment  has  been  paid  to  an  indi- 

17  vidual  during  any  calendar  year  after  1964,  is  paid  to 

18  such  individual  during  such  calendar  year;". 

19  Definition  of  Self-employment  Income 

20  (b)  (1)  Subparagraph  (C)  of  section  211(b)  (1)  of. 

21  such  Act  is  amended  by  inserting  "and  prior  to  1965"  after 
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1  "1958";  and  by  striking  out  ";  or"  and  inserting  in  lieu 

2  thereof  and". 

3  (2)  Such  section  211(b)  (1)  is  further  amended  by 

4  adding  at  the  end  thereof  the  following  new  subparagraph : 

5  "(D)  For  any  taxable  year  ending  after  1964, 
G  (i)  $5,200,  minus  (ii)  the  amount  of  wages  paid  to 

7  such  individual  during  the  taxable  year;  or". 

8  Definitions  of  Quarter  and  Quarter  of  Coverage 

9  (c)  (1)  Clause  (ii)  of  section  213  (a)  (2)  of  such  Act 

10  is  amended  by  striking  out  "1958"  and  inserting  in  lieu 

11  thereof  "1958  and  before  1965,  or  $5,200  in  the  case  of  a 

12  calendar  year  after  1964". 

13  (2)  Clause  (iii)  of  section  213(a)  (2)  of  such  Act  is 

14  amended  by  striking  out  "1958"  and  inserting  in  lieu  thereof 

15  "1958  and  before  1965,  or  $5,200  in  the  case  of  a  taxable 

16  year  ending  after  1964". 

17  Table  for  Determining  Primary  Insurance  Amount 

18  (d)  (1)  The  table  in  section  215(a)  of  such  Act  is 
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1  amended  by  striking  out  all  the  figures  in  columns  II,  III, 

2  IV,  and  V  beginning  with  the  line  which  reads 

"101.50  102.30  315  319  109  254.00" 

3  and  down  through  the  line  which  reads 


"399  400  127  254.00" 

4  and  inserting  in  lieu  thereof  the  following: 

"101.50          102.30          315  319  109  255.20 

102.40          103.20          320  323  110  258.40 

103.30          104.20          324  328  111  262  40 

104.30          105.10          329  333  112  266.40 

105.20          106.00          334  337  113  268.00 

106.10          107.00          338  342  114  268.00 

107.10          107.90          343  347  115  268.00 

108.00          108.50          348  351  116  268.00 

352  356  117  268.00 

357  361  118  268.00 

362  365  119  268.00 

366  370  120  268.00 

371  375  121  268.00 

376  379  122  268.00 

380  384  123  268.00 

385  389  124  268.00 

390  393  125  268.00 

394  398  126  268.00 

399  403  127  268.00 

404  407  128  268.00 

408  412  129  268.00 

413  417  130  268.00 

418  421  131  268.00 

422  426  132  268.00 

427  431  133  268.00 

432  433  134  268.00". 

5  (2)  The  amendment  made  by  paragraph  (1)  shall  be 

6  applicable  with  respect  to  monthly  insurance  benefits  under 

7  title  II  of  such  Act  for  months  after  December  1964  and 


8  with  respect  to  lump-sum  death  payments  in  the  case  of 

9  deaths  after  December  1964. 
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1  Average  Monthly  Wage 

2  (e)  Paragraph  (1)  of  section  215(e)  of  such  Act  is 

3  amended  by  striking  out  "and  the  excess  over  $4,800  in  the 

4  case  of  any  calendar  year  after  1958"  and  inserting  in  lieu 

5  thereof  "the  excess  over  $4,800  in  the  case  of  any  calendar 

6  year  after  1958  and  before  1965,  and  the  excess  over 

7  $5,200  in  the  case  of  a  calendar  year  after  1964". 


8  TECHNICAL  AMENDMENTS 

9  Suspension  in  Case  of  Aliens 

10  Sec.  105.  (a)  Subsection  (t)  of  section  202  of  such 

11  Act  is  amended  by  adding  at  the  end  thereof  the  following 

12  new  paragraph: 

13  "(9)    No  payments  shall  be  made  under  title 

14  XVII  with  respect  to  services  furnished  to  an  individ- 

15  ual  in  any  month  for  which  the  prohibition  in  para- 

16  graph  (l)  against  payment  of  benefits  to  him  is  ap- 

17  plicable  (or  would  be  if  he  were  entitled  to  any  such 

18  benefits) ." 

19  Persons  Convicted  of  Subversive  Activities 

20  (b)  Subsection  (u)  of  such  section  is  amended  by  strik- 

21  ing  out  "and"  before  the  phrase  "in  determining  the  amount 

22  of  any  such  benefit  payable  to  such  individual  for  any  such 

23  month,"  and  inserting  after  such  phrase  "and  in  determining 
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!  whether  such  individual  is  entitled  to  insurance  benefits 

2  under  title  XVII  for  any  such  month,". 

3  Advisory  Council  on  Social  Security  Financing 

4  (c)  (1)  Subsection  (a)  of  section  116  of  the  Social 

5  Security  Amendments  of  1956  is  amended  by  striking  out 

6  "and  of  the  Federal  Disability  Insurance  Trust  Fund"  and 

7  inserting  in  lieu  thereof     of  the  Federal  Disability  Insurance 

8  Trust  Fund,  and  of  the  Federal  Hospital  Insurance  Trust 

9  Fund".   Such  subsection  is  further  amended  by  inserting  be- 

10  fore  the  period  at  the  end  thereof  "and  the  insurance  benefits 

11  program  under  title  XVII  of  the  Social  Security  Act". 

12  (2)  Subsection   (d)   of  such  section  is  amended  by 

13  striking  out  "and  the  Federal  Disability  Insurance  Trust 

14  Fund"  and  inserting  in  lieu  thereof     the  Federal  Disability 

15  Insurance  Trust  Fund,  and  the  Federal  Hospital  Insurance 

16  Trust  Fund". 

17  (3)  Subsection    (f)   of  such  section  is  amended  by 

18  striking  out     the  adequacy  of  benefits  under  the  program, 

19  and  all  other  aspects  of  the  program"  and  inserting  in  lieu 

20  thereof  "and  the  insurance  benefits  program  under  title 

21  XVII  of  the  Social  Security  Act,  the  adequacy  of  benefits 

22  under  the  programs,  and  all  other  aspects  of  the  programs". 
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1  TITLE   II— AMENDMENTS   TO   THE  INTERNAL 

2  REVENUE  CODE  OF  1954 

3  CHANGES  IN  TAX  SCHEDULES 

4  Self-Employment  Income  Tax 

5  Sec.  201.  (a)  Section  1401  of  the  Internal  Revenue 

6  Code  of  1954  (relating  to  the  rate  of  tax  on  self-employ- 

7  ment  income)  is  amended  to  read  as  follows: 

8  "SEC.  1401.  RATE  OF  TAX. 

9  "In  addition  to  other  taxes,  there  shall  be  imposed  for 


10  each  taxable  year,  on  the  self-employment  income  of  every 

11  individual,  a  tax  as  follows — 


12  "  ( 1 )  in  the  case  of  any  taxable  year  beginning 

13  after  December  31,  1962,  and  before  January  1,  1965, 

14  the  tax  shall  be  equal  to  5.4  percent  of  the  amount  of 

15  the  self-employment  income  for  such  taxable  year; 

16  "(2)  in  the  case  of  any  taxable  year  beginning 

17  after  December  31,  1964,  and  before  January  1,  1966, 

18  the  tax  shall  be  equal  to  5.8  percent  of  the  amount  of 

19  the  self-employment  income  for  such  taxable  year; 

20  "(3)  in  the  case  of  any  taxable  year  beginning 

21  after  December  31,  1965,  and  before  January  1,  1968, 

22  the  tax  shall  be  equal  to  6.6  percent  of  the  amount  of 

23  the  self-employment  income  for  such  taxable  year;  and 

24  "  (4)  in  the  case  of  any  taxable  year  beginning 

25  after  December  31,  1967,  the  tax  shall  be  equal  to  7.3 
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1  percent  of  the  amount  of  the  self-employment  income 

2  for  such  taxable  year." 

3  Tax  on  Employees 

4  (b)  Section  3101  of  such  Code  (relating  to  rate  of  tax 

5  on  employees  under  the  Federal  Insurance  Contributions 

6  Act)  is  amended  to  read  as  follows: 

7  "SEC.  3101.  RATE  OF  TAX. 

8  "In  addition  to  other  taxes,  there  is  hereby  imposed  on 


9  the  income  of  every  individual  a  tax  equal  to  the  following 

10  percentages  of  the  wages  (as  defined  in  section  3121  (a)  ) 

11  received  by  him  with  respect  to  employment  (as  defined  in 

12  section  3121(b)  )  — 


13  "  ( 1 )  with  respect  to  wages  received  during  the 

14  calendar  year  1964,  the  rate  shall  be  3f  percent; 

15  "(2)  with  respect  to  wages  received  during  the 

16  calendar  year  1965,  the  rate  shall  be  3-f-  percent; 

17  "(3)  with  respect  to  wages  received  during  the 

18  calendar  years  1966  and  1967,  the  rate  shall  be  4f 

19  percent;  and 

20  "(4)  with  respect  to  wages  received  after  Decem- 

21  ber  31,  1967,  the  rate  shall  be  4|  percent." 

22  Tax  on  Employers 

23  (c)  Section  3111  of  such  Code  (relating  to  rate  of  tax 


24  on  employers  under  the  Federal  Insurance  Contributions 

25  Act)  is  amended  to  read  as  follows: 
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1  "SEC.  3111.  RATE  OF  TAX. 

2  "In  addition  to  other  taxes,  there  is  hereby  imposed  on 

3  every  employer  an  excise  tax,  with  respect  to  having  indi- 

4  viduals  in  his  employ,  equal  to  the  following  percentages  of 

5  the  wages  (as  denned  in  section  3121  (a)  )  paid  by  him  with 

6  respect  to  employment  (as  defined  in  section  3121  (b)  )  — 


7  "  ( 1 )  with  respect  to  wages  paid  during  the  calen- 

8  dar  year  1964,  the  rate  shall  be  3f  percent; 

9  "  ( 2 )  with  respect  to  wages  paid  during  the  calen- 

10  dar  year  1965,  the  rate  shall  be  3f  percent; 

11  "(3)  with  respect  to  wages  paid  during  the  calen- 

12  dar  years  1966  and  1967,  the  rate  shall  be  4f  percent; 

13  and 

14  "(4)  with  respect  to  wages  paid  after  December 

15  31,  1967,  the  rate  shall  be  4|  percent." 

16  Effective  Dates 

17  (d)  The  amendment  made  by  subsection   (a)  shall 


18  apply  with  respect  to  taxable  years  beginning  after  Decem- 

19  ber  31,  1964.    The  amendments  made  by  subsections  (b) 

20  and  (c)  shall  apply  with  respect  to  remuneration  paid  after 

21  December  31,  1964. 

22  INCREASE  IN  TAX  BASE 

23  Definition  of  Self-Employment  Income 

24  Sec.  202.  (a)  (1)  Subparagraph  (0)  of  section  1402 

25  (b)  (1)  of  the  Internal  Revenue  Code  of  1954  is  amended 
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1  by  adding  "and  before  1965"  after  "1958";  and  by  striking 

2  out  "or"  and  inserting  in  lieu  thereof  "and". 

3  (2)  Such  section  1402(b)  (1)  is  further  amended  by 

4  adding  at  the  end  thereof  the  following  new  subparagraph: 

5  "  (D)  for  any  taxable  year  ending  after  1964, 

6  (i)  $5,200,  minus  (ii)  the  amount  of  the  wages 

7  paid  to  such  individual  during  the  taxable  year;  or". 

8  Definition  of  Wages 

9  (b)  Section  3121  (a)  (1)  of  such  Code  is  amended  by 

10  striking  out  "$4,800"  wherever  it  appears  and  inserting  in 

11  lieu  thereof  "$5,200". 

12  Federal  Service 

13  (c)  Section  3122  of  such  Code  is  amended  by  striking 

14  out  "$4,800"  and  inserting  in  lieu  thereof  "$5,200". 

15  Returns  in  the  Case  of  Governmental  Employees  in  Guam 

16  and  American  Samoa 

17  (d)  Section  3125  of  such  Code  is  amended  by  striking 

18  out  "$4,800"  wherever  it  appears  and  inserting  in  lieu 

19  thereof  "$5,200". 

20  Special  Refunds  of  Employment  Taxes 

21  (e)(1)    Section    6413(c)(1)     of    such    Code  is 

22  amended — 

23  (A)  by  inserting  "and  prior  to  the  calendar  year 

24  1965"  after  "the  calendar  year  1958" ; 

25  (B)  by  inserting  "or  (C)   during  any  calendar 
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14  year  after  the  calendar  year  1964,  the  wages  received 

15  by  him  during  such  year  exceed  $5,200,"  after  "exceed 

16  $4,800,";  and 

17  (C)   by  inserting  before  the  period  at  the  end 

18  thereof  "and  before  1965,  or  which  exceeds  the  tax  with 

19  respect  to  the  first  $5,200  of  such  wages  received  in 

20  such  calendar  year  after  1964". 

21  (2)  Section  6413  (c)  (2)  (A)  of  such  Code  is  amended 

22  by  striking  out  "or  $4,800  for  any  calendar  year  after  1958" 

23  and  inserting  in  lieu  thereof  "$4,800  for  the  calendar  year 

24  1959,  1960,  1961,  1962,  1963,  or  1964,  or  $5,200  for  any 

25  calendar  year  after  1964". 

14  Effective  Date 

15  (f)   The  amendments  made  by  subsections    (b),  (c), 

16  and  (d)  shall  be  applicable  with  respect  to  remuneration 

17  paid  after  1964. 

18  TECHNICAL  AMENDMENT 

19  Sec.  203.  Section  3121  (1)  (6)  of  the  Internal  Eevenue 

20  Code  of  1954  is  amended  by  striking  out  "and  the  Federal 

21  Disability  Insurance  Trust  Fund,"  and  inserting  in  lieu  there- 

22  of  ",  the  Federal  Disability  Insurance  Trust  Fund,  and  the 

23  Federal  Hospital  Insurance  Trust  Fund,".   The  amendment 

24  made  by  this  section  shall  be  effective  January  1,  1965. 
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1  TITLE  III-<RAILROAD  RETIREMENT 

2  AMENDMENTS 

3  HOSPITAL  INSURANCE  BENEFITS  FOR  THE  AGED  UNDER  THE 

4  RAILROAD  RETIREMENT  ACT 

5  Sec.  301.  (a)  The  Bailroad  Retirement  Act  of  1937 

6  is  amended  by  adding  after  section  20  of  such  Act  the  follow- 

7  ing  new  section : 

8  "Hospital  Insurance  Benefits  for  the  Aged 

9  "Sec.  21.  (a)  For  the  purposes  of  this  section,  and 

10  subject  to  the  conditions  hereinafter  provided,  the  Board 

11  shall  have  the  same  authority  to  determine  the  rights  of 

12  individuals  described  in  subsection  (b)  of  this  section  to 

13  have  payments  made  on  their  behalf  for  insurance  benefits 

14  consisting  of  inpatient  hospital  services,  skilled  nursing 

15  facility  services,  home  health  services,  and  outpatient  hos- 

16  pital  diagnostic  services  within  the  meaning  of  title  XVII 

17  of  the  Social  Security  Act  as  the  Secretary  of  Health,  Educa- 

18  tion,  and  Welfare  has  under  such  title  XVII  with  respect  to 

19  individuals  to  whom  such  title  applies.    The  rights  of  indi- 

20  viduals  described  in  subsection  (b)  of  this  section  to  have 

21  payment  made  on  their  behalf  for  the  services  referred  to  in 

22  the  next  preceding  sentence  shall  be  the  same  as  those  of 

23  individuals  to  whom  title  XVII  of  the  Social  Security  Act 

24  applies  and  this  section  shall  be  administered  by  the  Board 
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1  as  if  the  provisions  of  such  title  XVII  were  applicable,  refer- 

2  ences  to  the  Secretary  of  Health,  Education,  and  Welfare 

3  were  to  the  Board,  references  to  the  Federal  Hospital  Insur- 

4  ance  Trust  Fund  were  to  the  Railroad  Retirement  Account, 

5  references  to  the  United  States  or  a  State  included  Canada  or 

6  a  subdivision  thereof,  and  the  provisions  of  sections  1707  and 

7  1712  of  such  title  XVII  were  not  included  in  such  title.  For 

8  purposes  of  section  11,  a  determination  with  respect  to  the 

9  rights  of  an  individual  under  this  section  shall,  except  in  the 

10  case  of  a  provider  of  services,  be  considered  to  be  a  decision 

11  with  respect  to  an  annuity. 

12  "(h)   Except  as  otherwise  provided  in  this  section, 

13  every  individual  who — 

14  "(A)  has  attained  age  sixty-five,  and 

15  "(B)  (i)  is  entitled  to  an  annuity,  or  (ii)  would 

16  be  entitled  to  an  annuity  had  he  ceased  compensated 

17  service  and,  in  the  case  of  a  spouse,  had  such  spouse's 

18  husband  or  wife  ceased  compensated  service,  or  (iii) 

19  had  been  awarded  a  pension  under  section  6,  or  (iv) 

20  bears  a  relationship  to  an  employee  which,  by  reason  of 

21  section  3(e),  has  been,  or  would  be,  taken  into  account 

22  in  calculating  the  amount  of  an  annuity  of  such  employee 

23  or  his  survivor, 

24  shall  be  entitled  to  have  payment  made  for  the  services  re- 

25  f erred  to  in  subsection  (a) ,  and  in  accordance  with  the  pro- 
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1  visions  of  such  subsection.    The  payments  for  services  herein 

2  provided  for  shall  be  made  from  the  Railroad  Retirement  Ac- 

3  count  (in  accordance  with,  and  subject  to,  the  conditions 

4  applicable  under  section  10(b)  in  making  payment  of  other 

5  benefits)  to  the  hospital,  skilled  nursing  facility,  or  home 
0  health  agency  providing  such  services,  including  such  serv- 

7  ices  provided  in  Canada  to  individuals  to  whom  this  sub- 

8  section  applies  but  only  to  the  extent  that  the  amount  of 

9  payments  for  services  otherwise  hereunder  provided  for  an 

10  individual  exceeds  the  amount  payable  for  like  services  pro- 

11  vided  pursuant  to  the  law  in  effect  in  the  place  in  Canada 

12  where  such  services  are  furnished. 

13  "(c)    No  individual  shall  be  entitled  to  have  payment 

14  made  for  the  same  services,  which  are  provided  for  in  this 

15  section,  under  both  this  section  and  title  XVII  of  the  Social 

16  Security  Act,  and  no  individual  shall  be  entitled  to  have 

17  payment  made  under  both  this  section  and  such  title  XVII 

18  for  more  than  the  number  of  days  of  inpatient  hospital  serv- 

19  ices  determined  as  provided  in  section  1704  of  such  Act 

20  or  more  than  180  days  of  skilled  nursing  facilities  services 

21  during  any  benefit  period,  or  more  than  two  hundred  and 

22  forty  visits  in  any  calendar  year  in  which  home  health 

23  services  are  furnished.    In  any  case  in  which  an  individual 

24  would,  but  for  the  preceding  sentence,  be  entitled  to  have 

25  payment  for  such  services  made  under  both  this  section 
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1  and  such  title  XVII,  payment  for  such  services  to  which  such 

2  individual  is  entitled  shall  be  made  in  accordance  with  the 

3  procedures  established  pursuant  to  the  next  succeeding 

4  sentence,  upon  certification  by  the  Board  or  by  the  Secretary 

5  of  Health,  Education,  and  Welfare.   It  shall  be  the  duty  of 

6  the  Board  and  such  Secretary  with  respect  to  such  cases 

7  jointly  to  establish  procedures  designed  to  minimize  dupli- 

8  cations  of  requests  for  payment  for  services,  of  elections  for 

9  purposes  of  determining  the  number  of  days  of  inpatient 

10  hospital  services  for  which  payment  may  be  made,  and  of 

11  determinations  and  to  assign  administrative  functions  be- 

12  tween  them  so  as  to  promote  the  greatest  facility,  efficiency, 

13  and  consistency  of  administration  of  this  section  and  title 

14  XVII  of  the  Social  Security  Act;  and,  subject  to  the  provi- 

15  sions  of  this  subsection  to  assure  that  the  rights  of  individuals 

16  under  this  section  or  title  XVII  of  the  Social  Security  Act 

17  shall  not  be  impaired  or  diminished  by  reason  of  the 

18  administration  of  this  section  and  title  XVII  of  the  Social 

19  Security  Act.    The  procedures  so  established  may  be  in- 

20  eluded  in  regulations  issued  by  the  Board  and  by  the 

21  Secretary  of  Health,  Education,  and  Welfare  to  implement 

22  this  section  and  such  title  XVII,  respectively. 

23  "(d)  Any  agreement  entered  into  by  the  Secretary  of 

24  Health,  Education,  and  Welfare  pursuant  to  title  XVII  of  the 

25  Social  Security  Act  shall  be  entered  into  on  behalf  of  both 
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1  such  Secretary  and  the  Board.  The  preceding  sentence  shall 

2  not  be  construed  to  limit  the  authority  of  the  Board  to  enter 

3  on  its  own  behalf  into  any  such  agreement  relating  to  serv- 

4  ices  provided  in  Canada  or  in  any  facility  devoted  primarily 

5  to  railroad  employees. 

6  "  (e)  (1)  A  request  for  payment  for  services  filed  under 

7  this  section  shall  be  deemed  to  be  a  request  for  payment  for 

8  services  filed  as  of  the  same  time  under  title  XVII  of  the 

9  Social  Security  Act,  and  a  request  for  payment  for  services 

10  filed  under  such  title  shall  be  deemed  to  be  a  request  for  pay- 

11  ment  for  services  filed  as  of  the  same  time  under  this  section. 

12  "(2)  An  election  filed  under  this  section  for  purposes  of 

13  determining  the  number  of  days  of  inpatient  hospital  services 

14  for  which  payment  may  be  made,  as  provided  in  section 

15  1704(c)  of  the  Social  Security  Act,  shall  be  deemed  an 

16  election  filed  as  of  the  same  time  under  section  1704(c) 

17  of  such  Act,  and  such  an  election  filed  under  such  section 

18  1704  (c)  shall  be  deemed  to  have  been  filed  at  the  same  time 

19  under  this  section. 

20  "  (f)  The  Board  and  the  Secretary  of  Health,  Educa- 

21  tion,  and  Welfare  shall  furnish  each  other  with  such  infor- 

22  mation,  records,  and  documents  as  may  be  considered  neces- 

23  sary  to  the  administration  of  this  section  or  title  XVII  of  the 

24  Social  Security  Act." 

25  Amendment  Preserving  Relationship  Between  Railroad  Re- 
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1  tirement  and  Old- Age,  Survivors,  Disability,  and  Hos- 

2  pital  Insurance  Systems 

3  (b)  Section  (1)  (q)  of  such  Act  is  amended  by  strik- 

4  ing  out  "1961"  and  inserting  in  lieu  thereof  "1963". 

5  Financial  Interchange  Between  Railroad  Retirement  Ac- 

6  count  and  Federal  Hospital  Insurance  Trust  Fund 

7  (c)  (1)  Section  5  (k)  (2)  of  such  Act  is  amended — 

8  (A)  by  striking  out  subparagraphs  (A)  and  (B) 
^         and  redesignating  subparagraphs  (C),  (D),  and  (E) 

^         as  subparagraphs  (A),   (B),  and  (0),  respectively; 

H  (B)  by  striking  out  the  second  sentence  and  the 

last  sentence  of  the  subparagraph  redesignated  as  sub- 
paragraph  (A)  by  subparagraph  (A)  of  this  paragraph ; 

(C)  by  adding  at  the  end  of  the  subparagraph 
redesignated  as  subparagraph    (A)    by  subparagraph 

if* 

(A)  of  this  paragraph  the  following  new  subdivision: 
*'  "  (iii)  At  the  close  of  the  fiscal  year  ending 

June  30,  1965,  and  each  fiscal  year  thereafter,  the 
Board  and  the  Secretary  of  Health,  Education,  and 

90 

Welfare  shall  determine  the  amount,  if  any,  which, 

91 

if  added  to  or  subtracted  from  the  Federal  Hospital 
Insurance  Trust  Fund,  would  place  such  fund  in 

93 

the  same  position  in  which  it  would  have  been  if 

24 

service  as  an  employee  after  December  31,  1936, 
had  been  included  in  the  term  'employment'  as 
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defined  in  the  Social  Security  Act  and  in  the  Federal 
Employment  Contributions  Act.  Such  determina- 
tion shall  be  made  no  later  than  June  15  following 
the  close  of  the  fiscal  year.  If  such  amount  is  to  be 
added  to  the  Federal  Hospital  Insurance  Trust  Fund 
the  Board  shall,  within  ten  days  after  the  deter- 
mination, certify  such  amount  to  the  Secretary  of 
the  Treasury  for  transfer  from  the  Retirement  Ac- 
count to  the  Federal  Hospital  Insurance  Trust  Fund ; 
if  such  amount  is  to  be  subtracted  from  the  Federal 
Hospital  Insurance  Trust  Fund  the  Secretary  of 
Health,  Education,  and  Welfare  shall,  within  ten 
days  after  the  determination,  certify  such  amount  to 
the  Secretary  of  the  Treasury  for  transfer  from  the 
Federal  Hospital  Insurance  Trust  Fund  to  the  Re- 
tirement Account.  The  amount  so  certified  shall 
further  include  interest  (at  the  rate  determined 
under  subparagraph  (B)  for  the  fiscal  year  under 
consideration)  payable  from  the  close  of  such  fiscal 
year  until  the  date  of  certification." ; 
(D)  by  striking  out  "subparagraph  (B)  and  (C)  " 
where  it  appears  in  the  subparagraph  redesignated  as 
subparagraph  (B)  by  subparagraph  (A)  of  this  para- 
graph and  inserting  in  lieu  thereof  "subparagraph  ( A)  " ; 
and 
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1  (E)  by  amending  the  subparagraph  redesignated 

2  as  subparagraph  (C)  by  subparagraph  (A)  of  this  para- 

3  graph  to  read  as  follows: 

4  "(0)  The  Secretary  of  the  Treasury  is  authorized 

5  and  directed  to  transfer  to  the  Federal  Old-Age  and  Sur- 

6  vivors  Insurance  Trust  Fund,  the  Federal  Disability  In- 

7  surance  Trust  Fund,  or  the  Federal  Hospital  Insurance 

8  Trust  Fund  from  the  Retirement  Account  or  to  the  Re- 

9  tirement  Account  from  the  Federal  Old-Age  and  Sur- 

10  vivors  Insurance  Trust  Fund,  the  Federal  Disability 

11  Insurance  Trust  Fund,  or  the  Federal  Hospital  Insur- 

12  ance  Trust  Fund,  as  the  case  may  be,  such  amounts  as, 

13  from  time  to  time,  may  be  determined  by  the  Board  and 

14  the  Secretary  of  Health,  Education,  and  Welfare  pur- 

15  suant  to  the  provisions  of  subparagraph  (A) ,  and  certi- 
1^  fiecl  by  the  Board  or  the  Secretary  of  Health,  Education, 

17  and  Welfare  for  transfer  from  the  Retirement  Account 

18  or  from  the  Federal  Old-Age  and  Survivors  Insurance 

19  Trust  Fund,  the  Federal  Disability  Insurance  Trust 

20  Fund,  or  the  Federal  Hospital  Insurance  Trust  Fund." 

21  (2)  The  amendments  made  by  paragraph  (1)  of  this 

22  subsection  shall  be  effective  January  1,  1965.  Such  amend- 
%3  ments  and  the  amendments  made  by  section  202  (a)  shall 
24  not  be  construed  to  increase  or  diminish  the  sums  to  be  trans- 
2,F>  f erred,  under  the  provisions  of  section  5(k)  (2)   of  the 
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1  Railroad  Retirement  Act  before  their  amendment  by  para- 

2  graph  (1)  of  this  subsection,  between  the  Railroad  Retire- 

3  ment  Account  and  the  Federal  Old-Age  and  Survivors 

4  Insurance  Trust  Fund  or  the  Federal  Disability  Insurance 

5  Trust  Fund. 

6  TITLE  IV— MISCELLANEOUS  PROVISIONS 

7  STUDIES  AND  RECOMMENDATIONS 

8  Sec.  401.  The  Secretary  of  Health,  Education,  and 

9  Welfare  shall  carry  on  studies  and  develop  recommendations 

10  to  be  submitted  from  time  to  time  to  the  Congress  relating 

H  to  ( 1 )  the  adequacy  of  existing  facilities  for  health  care  for 

^  purposes  of  the  program  established  by  this  Act;  (2)  methods 

^  for  encouraging  the  further  development  of  efficient  and 

^  economical  forms  of  health  care  which  are  a  constructive  al- 
15 

ternative  to  inpatient  hospital  care;  (3)  the  feasibility  of 

i  <-» 

providing  additional  types  of  health  insurance  benefits  within 

17 

the  financial  resources  provided  by  this  Act;  and  (4)  the 

18 

effects  of  the  deductibles  upon  beneficiaries,  hospitals,  and  the 
^   financing  of  the  program. 
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ANNOUNCING  INTRODUCTION  OF 
ADMINISTRATION  HOSPITAL  IN- 
SURANCE PROPOSAL 

Mr.  KING  of  California.  Mr.  Speak- 
er, I  ask  permission  to  revise  and  ex- 
tend my  remarks  at  this  point  in  the 
Record,  and  to  include  extraneous  ma- 
terial. Mr.  Speaker,  this  matter  will 
make  more  than  two  pages.  I  have 
an  estimate  from  the  Public  Printer  of 
$750.  Notwithstanding,  I  request  it  be 
included  at  this  point  in  the  Record. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Cali- 
fornia? 

There  was  no  objection. 
The  matter  referred  to  follows: 
Hon.  Cecil  R.  King,  Democrat,  op  Cali- 
fornia, Ranking  Democratic  Member  on 
the   Committee  on   Wats   and  Means, 
House    op    Representatives,  Announces 
Introduction  of  Administration  Hospital 
Insurance  Proposal,  H.R.  3920,  the  Hos- 
pital Insurance  Act  of  1963 
Congressmen  Cecil  R.  King,  Democrat,  of 
California,  the  ranking  Democratic  member 


on  the  Committee  on  Ways  and  Means, 
House  of  Representatives,  today  Introduced 
at  the  request  of  President  Kennedy  the  ad- 
ministration hospital  Insurance  proposal, 
immediately  after  receipt  In  the  House  of 
Representatives  of  President  Kennedy's  spe- 
cial message  which  included  this  subject. 

Congressman  King  expressed  his  Inten- 
tion diligently  to  work  for  early  considera- 
tion of  this  proposal  in  the  Committee  on 
Ways  and  Means,  and  expressed  the  hope 
that  favorable  action  would  be  taken  on 
the  bill  by  the  Committee  and  by  the  House 
of  Representatives  before  the  end  of  the  1st 
session  of  this  Congress. 

Congressman  King  stated:  "I  am  again 
happy  to  introduce  President  Kennedy's  hos- 
pital Insurance  proposal,  and  I  intend  to 
press  for  expeditious  consideration  of  the 
bill  in  the  Committee  on  Ways  and  Means 
and  in  the  House  of  Representatives. 

"I  trust,  with  the  many  months  that  have 
passed  since  the  substance  of  this  proposal 
to  provide  hospitalization  insurance  under 
the  social  security  insurance  system  was 
originally  proposed,  that  all  interested 
parties  are  now  prepared  to  view  the  pro- 
posal objectively  and  dispassionately  with- 
out name  calling,  platitudes,  political  ma- 
neuvering, and  shibboleths  which  have 
attended  its  prior  consideration.  If  viewed  in 
this  light  there  can  be,  in  my  judgment, 
only  one  answer  and  that  Is  early  and  fa- 
vorable action  on  the  proposal  In  this  Con- 
gress. 

"As  I  said  of  the  administration  proposal 
in  the  last  Congress,  it  represented  less  than 
many  individuals  might  wish  to  have  in- 
cluded, but  at  the  same  time  It  represented 
far  more  than  other  individuals  or*  inter- 
ests wanted  to  include.  The  same  thing 
Is  true  of  this  proposal  that  I  have  today 
introduced.  However,  there  has  been  an 
opportunity  to  add  further  refinements  and 
to  make  changes  which  the  President  and 
I  think  Improve  this  proposal.  I  might 
point  out  that  there  certainly  has  been 
ample  opportunity  during  the  past  several 
years  for  all  interested  Individuals  to  thor- 
oughly consider  what  Is  involved.  I  see  no 
reason  why  there  should  not  be  expeditious 
consideration  and  favorable  action  at  an 
early  date." 

There  follows  a  summary  of  the  provisions 
contained  in  H.R.  3920,  the  Hospital  In- 
surance Act  of  1963,  as  prepared  by  the 
Department  of  Health,  Education,  and  Wel- 
fare. 

Brief  Summary  of  Proposed  Hospital 
Insurance  Act  of  1963 
persons  entitled 

Protection  would  be  provided  against  the 
cost  of  inpatient  hospital,  outpatient  hospi- 
tal diagnostic,  skilled  nursing  home,  and 
home  health  services  for  people  age  65  and 
over  who  are  entitled  to  monthly  benefits 
under  the  old-age  and  survivors  insurance 
program  or  under  the  railroad  retirement 
system.  The  number  of  people  past  age  65 
who  would  be  included  in  this  way  is  esti- 
mated at  15  y2  million  as  of  January  1,  1965. 

In  addition,  the  bill  would  make  it  pos- 
sible for  essentially  all  people  who  are  now 
65  and  over,  or  who  will  reach  65  In  the  next 
few  years  but  who  are  not  eligible  for  social 
security  or  railroad  retirement  benefits,  to 
have  the  same  protection.  (This  provision 
would  not  apply  to  aliens  with  relatively 
short  residence  in  the  United  States  or  to 
active  or  retired  Federal  employees  who  have 
the  opportunity  for  protection  under  their 
own  health  insurance  plans.)  The  cost  of 
this  provision  would  be  met  from  general 
revenues.  Men  and  women  who  will  reach 
age  65  before  1967  and  who  do  not  meet  the 
regular  Insured  status  requirements  of  the 
social  security  system  would  be  deemed  in- 
sured for  the  hospital  and  related  benefits. 
Uninsured  people  who  reach  age  65  after 
1966  would  need,  to  be  insured  for  hospital 
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insurance  protection,  three  quarters  of  cov- 
erage for  each  year  elapsing  after  1964  and 
before  age  65.  The  provision  would  wash 
out  in  1970  for  women  and  1972  for  men,  be- 
cause at  those  points  the  regular  insured 
status  provisions  would  be  more  liberal. 
About  2>/2  million  persons  would  be  covered 
in  this  way  as  of  January  1, 1965. 

scope  and  duration  of  benefits  provided 
The  services  for  which  payment  would  be 
made  under  the  bill  include: 

1.  Inpatient  hospital  services  for  up  to 
either  45  days  with  no  deductible,  90  days 
with  a  deductible  amount  of  $10  a  day  for 
the  first  9  days  (with  a  minimum  of  $20) ,  or 
180  days  with  a  deductible  amount  equal  to 
the  average  cost  of  2y2  days  of  hospital  care, 
as  elected  by  the  beneficiary  (failure  to 
specifically  elect  the  45-day  option  or  the 
180-day  option  would  be  deemed  an  election 
of  the  90-day  option) ;  hospital  services 
would  include  all  those  customarily  fur- 
nished by  a  hospital  for  its  inpatients;  pay- 
ment would  not  be  made  for  the  hospital 
services  of  physicians  except  those  in  the 
fields  of  pathology,  radiology,  physical  medi- 
cine, and  anesthesiology  provided  by  or  un- 
der arrangements  made  by  the  hospital,  or 
services  provided  by  an  intern  or  resident- 
in-training  under  an  approved  teaching  pro- 
gram. 

2.  Skilled  nursing  home  services  furnished 
in  nursing  facilities  that  are  affiliated  with 
hospitals,  after  the  patient  is  transferred 
from  a  hospital,  for  up  to  180  days. 

3.  Outpatient  hospital  diagnostic  services, 
as  required,  subject  to  a  $20  deductible 
amount  for  diagnostic  services  furnished 
within  a  30-day  period. 

4.  Home  health  services  for  up  to  240  visits 
during  a  calendar  year;  these  services  would 
include  intermittent  nursing  care,  therapy, 
and  the  part-time  services  of  a  home  health 
aid. 

No  service  would  be  covered  as  a  nursing 
home,  outpatient  diagnostic,  or  home  health 
service  if  it  could  not  be  covered  as  an  in- 
patient hospital  service. 

An  individual  would  be  eligible  for  the 
number  of  days  of  hospital  care  provided 
under  the  option  he  elects  and  180  days  of 
skilled  nursing  facility  services  in  each  bene- 
fit period.  A  new  benefit  period  could  not 
begin  until  90  days  had  elapsed  in  which 
the  patient  was  neither  in  a  hospital  nor 
in  a  skilled  nursing  facility.  The  90  days 
need  not  be  consecutive,  but  they  must  fall 
within  a  period  of  not  more  than  180  con- 
secutive Says  beginning  with  the  start  of  his 
most  recent  benefit  period. 

The  Secretary  would  be  required  to  study, 
after  consultation  with  appropriate  profes- 
sional organizations,  ways  of  increasing  the 
availability  of  skilled  nursing  facility  care. 
On  the  basis  of  such  study,  the  Secretary 
may  authorize  the  participation  of  facilities 
which,  though  not  affiliated  with  hospitals, 
operate  under  conditions  assuring  the  pro- 
vision of  a  good  quality  of  care,  provided  such 
action  does  not  create  an  actuarial  Imbalance 
in  the  trust  fund. 

FREE  CHOICE  OF  PHYSICIAN  AND  HOSPITAL 

Under  the  bill,  no  change  would  be  made 
in  the  freedom  of  choice  of  physician  and 
hospital.  No  service  performed  by  any  phy- 
sician at  either  home  or  office,  and  no  fee 
he  charges  for  6uch  services,  would  be  in- 
volved or  affected.  No  supervision  or  control 
over  the  practice  of  medicine  by  any  physi- 
cian or  over  the  manner  in  which  services 
are  provided  by  any  hospital  is  permitted. 

BASIS  OF  REIMBURSEMENT 

Payment  of  bills  for  hospital  and  related 
services  would  be  made  in  generally  the  same 
manner  as  Is  now  customary  in  Blue  Cross 
plans.  Payments  to  the  providers  of  service 
would  be  made  on  the  basis  of  the  reasonable 
cost  incurred  in  providing  care  for  bene- 
ficiaries. The  amount  paid  under  the  pro- 
gram would  be  payment  in  full  for  covered 
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services,  except,  of  course,  that  the  provider 
could  charge  the  patient  the  deductible 
amounts  and  extra  charges  for  a  private 
room,  unless  medically  necessary,  or  private 
duty  nursing. 

ADMINISTRATION 

Responsibility  for  administration  of  the 
program  (except  for  railroad  retirement  an- 
nuitants and  pensioners)  would  rest  with 
the  Secretary.  Considerable  reliance  would 
be  placed  upon  the  States  to  assure  that 
local  conditions  would  be  taken  into  ac- 
count. The  Secretary  would  consult  with 
appropriate  State  agencies  and  recognized 
national  accrediting  bodies  in  formulating 
the  conditions  of  participation  for  providers 
of  service.  Provision  would  be  made  for  the 
establishment  of  an  Advisory  Council  which 
would  advise  the  Secretary  on  policy  matters 
in  connection  with  administration.  In  order 
to  be  eligible  to  participate  in  the  program, 
providers  of  service  would  have  to  meet 
specified  conditions  to  assure  the  health  and 
safety  of  the  beneficiaries  but  these  condi- 
tions could  not  be  more  strict  than  those 
required  for  accreditation  by  the  Joint  Com- 
mission on  the  Accreditation  of  Hospitals 
would  be  accepted  as  meeting  all  require- 
ments for  hospital  participation  save  the 
requirement  that  it  have  a  utilization  re- 
view plan. 

PARTICIPATION  OF  PRIVATE  ORGANIZATIONS 

Any  group  of  hospitals — or  group  of  other 
providers  of  covered  services — could  desig- 
nate a  private  organization  of  their  own 
choice,  such  as  Blue  Cross,  to  receive  bills  for 
services  and  to  pay  these  bills  for  whichever 
of  their  members  prefer  such  an  arrange- 
ment. The  Secretary  would  be  able  to  dele- 
gate certain  administrative  functions  to  such 
designated  organizations.  These  adminis- 
trative functions  could  include  reviewing 
hospital  fiscal  records  as  a  part  of  the  de- 
termination of  the  cost  of  services,  and  act- 
ing as  a  center  for  communicating  and 
interpreting  payment  procedures  to  hos- 
pitals. 

OPTION    TO   INDIVIDUAL    TO    OBTAIN  PRIVATE 
INSURANCE 

The  Secetary  would  be  required  to  con- 
sult with  and  furnish  assistance  to  provid- 
ers, insurance  carriers,  and  public  and  pri- 
vate welfare  organisations  in  order  to 
encourage  and  help  them  to  develop  and 
make  generally  available  to  the  aged  supple- 
mentary private  insurance  protection. 

FINANCING 

The  social  security  contribution  rates 
would  be  increased  one-fourth  of  1  percent 
on  employers  and  one-fourth  of  1  percent  on 
employees  and  four-tenths  of  1  percent  for 
the  self-employed;  the  amount  of  annual 
earnings  subject  to  the  tax  and  creditable  for 
social  security  monthly  benefits  would  be 
increased  from  $4,800  to  $5,200  a  year. 
Raising  the  amount  of  earnings  creditable 
for  benefits  would  improve  the  benefit 
structure  of  the  system  generally  and  would 
also  provide  additional  income  which  to- 
gether with  the  income  from  the  contribu- 
tion rate  increase  would  fully  meet  all  the 
costs  of  the  hospital  insurance  program. 
The  cost  of  providing  hospital  and  related 
benefits  to  people  who  do  not  meet  the  reg- 
ular social  security  insured  status  require- 
ments would  be  met  from  general  revenues. 
A  separate  hospital  insurance  trust  fund 
would  be  established  for  the  program.  The 
long-range  cost  of  the  program  is  estimated 
to  be  0.68  percent  of  payroll,  which  is  bal- 
anced by  the  estimated  income  from  the  new 
financing. 

Further  Statement  on  the  Administra- 
tion's Hospital  Insurance  Bill 
The  President  has  transmitted  to  the  Con- 
gress a  proposal  to  provide  hospital  insur- 
ance benefits  for  persons  aged  65  and  over 


through  the  social  insurance  system.  The 
problem  that  the  proposal  would  meet  is 
grave  and  presses  for  solution.  It  is  with 
a  sense  of  urgency  that  the  bill  has  today 
been  introduced  which  embodies  the  pro- 
posal made  by  the  President. 

NEED  FOR  HEALTH  PROTECTION 

Today,  few  people  reaching  retirement 
age  are  free  of  the  haunting  fear  that  an 
expensive  hospital  stay  will  wipe  out  their 
savings  and,  after  a  lifetime  of  independ- 
ence, force  them  to  accept  public  assistance, 
private  charity,  or  dependence  on  their 
children.  The  harsh  medical  and  economic 
realities  that  underlie  this  problem  can  be 
stated  quite  simply.  First,  old  people  need 
three  times  as  much  hospital  care  as  younger 
people.  Each  year,  one  out  of  every  six  aged 
people  is  hospitalized.  Nine  out  of  ten  older 
people  are  hospitalized  at  least  once  after 
reaching  age  65;  most  have  to  bear  the  cost 
of  two  or  more  hospital  stays  in  old  age. 

And  the  figures  on  income  and  assets 
are  no  less  disturbing.  One-half  of  all  aged 
couples  have  less  than  $2,500  in  annual  in- 
come. The  average  aged  person  living 
alone — retired  or  not — has  an  income  of  not 
much  over  $1,000  per  year,  some  60  percent 
short  of  being  enough  to  provide  a  modest 
budget  for  a  single  retired  person.  Al- 
though many  older  people  have  equity  in 
a  home,  one-third  have  less  than  $100  in 
liquid  assets. 

These  facts  are  borne  out  by  the  much- 
publicized  study  that  was  recently  con- 
ducted by  the  University  of  Michigan. 

And  it  is  not  only  the  very  poor  older  per- 
son whose  economic  security  is  threatened 
by  ill  health.  When  serious  illness  occurs 
with  such  frequency  after  65  that  the  aver- 
age couple  can  expect  five  periods  of  hos- 
pitalization between  65  and  death,  ill  health 
threatens  the  financial  independence  of  even 
the  relatively  few  older  people  who  might 
be  considered  fairly  well  off.  With  health 
care  costs  continuing  to  rise  and  the  financial 
resources  of  the  aged  rising  much  more  slow- 
ly, the  problem  of  meeting  these  costs  in 
old  age  can  only  become  more  difficult. 

INADEQUACIES  OF  PRIVATE  INSURANCE 

Private  insurance  alone  cannot  solve  the 
problem  that  the  aged  face  in  financing  their 
health  costs.  This  is  a  matter  of  simple 
mathematics.  The  fact  that  old  people  have 
high  health  costs  makes  them  a  high-risk 
group;  it  costs  more  to  insure  them.  The 
other  side  of  the  dilemma  is  that,  generally 
speaking,  old  people — even  those  who  would 
be  accepted  for  insurance — cannot  afford  to 
buy  adequate  health  insurance.  The  gap 
between  the  cost  of  health  insurance  in 
old  age  and  the  incomes  of  the  elderly  is 
widened  by  the  fact  that  low-cost  group 
insurance  generally  is  not  available  to  the 
aged.  This  means  that  many  elderly  people 
must  buy  their  health  insurance  on  an 
individual  basis,  a  type  of  coverage  that  can 
cost  twice  as  much  as  group  coverage  offering 
identical  protection. 

Even  the  much-heralded  nonprofit  Blue 
Cross  plans  for  the  elderly  that  recently  be- 
came available  offer  no  solution  to  the  prob- 
lem. In  eight  States,  Blue  Cross  coverage 
costs  the  elderly  person  $150  or  more  a  year — 
$300  per  year  or  more  for  a  couple. 

It  is  certainly  not  hard  to  understand  why 
only  about  half  of  the  aged  have  health  in- 
surance of  any  kind  and  why  in  many  cases 
the  coverage  is  so  restricted.  Surveys  show 
that  the  elderly  people  who  have  health  in- 
surance tend  to  be  the  younger  and  healthier 
members  of  the  aged  group  who  have  in- 
comes that  are  above  the  average  for  older 
people.  Thus,  further  expansion  of  private 
health  insurance  for  the  elderly,  if  it  is  to 
occur,  must  cope  with  the  problem  of  insur- 
ing those  who  have  lower  incomes  and  those 
in  ill  health,  the  very  people  least  able  to 
pay  for  insurance  and  who  are  at  the  same 
time  the  poorest  insurance  risks. 


Thus,  another  fact  that  is  now  well  estab- 
lished is  that  private  insurance  alone  cannot 
solve  the  problem  that  the  aged  face  in  fi- 
nancing their  health  costs. 

INADEQUACIES  OF  MEANS-TEST  PROGRAMS 

Most  Americans  would  agree  that  medical 
assistance  for  the  aged  cannot  and  will  not 
solve  the  problem  of  financing  health  costs 
in  old  age.  It  is  now  2y2  years  since  the 
enactment  of  the  legislation  which  made 
Federal  grants  available  to  help  the  States 
establish  programs  of  medical  assistance  for 
the  aged.  Yet,  only  half  of  the  States  have 
established  any  kind  of  a  program  of  medical 
assistance  for  their  aged  residents  under 
the  MAA  law;  and  most  of  those  that  have 
been  set  up  are  quite  ineffective. 

In  November  1962  only  112,000  elderly 
people  were  getting  help  under  these  pro- 
grams, only  a  small  portion  of  the  aged  who 
have  low  incomes  and  high  medical  costs. 
Nearly  three-quarters  of  the  payments  were 
concentrated  in  California  and  two  other 
high-income  States — Massachusetts  and  New 
York.  Generally,  very  little  has  been  done 
in  the  States  with  lower  income  and  greater 
need.  These  other  States  certainly  want  to 
do  the  best  possible  job  in  meeting  the  needs 
of  their  elderly  residents,  and  the  Federal 
Government  puts  no  strings  on  the  substan- 
tial financial  help  it  will  provide.  In  fact, 
the  MAA  legislation  does  not  even  put  an 
upper  limit  on  the  matching  funds  that  could 
be  provided  by  the  Federal  Government. 

The  reason  that  the  MAA  legislation  has 
fallen  so  far  short  of  its  objective  is  that  the 
States  do  not  have  their  part  of  the  money 
necessary  to  do  a  good  job.  and  there  is  no 
indication  that  large  new  State  revenue 
sources  will  suddenly  open  up.  The  financial 
burden  on  the  States,  if  all  were  to  develop 
full-fledged  MAA  programs,  would  be  enor- 
mous. They  would  have  to  raise  funds 
amounting  to  about  three  times  as  much 
as  they  are  now  spending  for  medical  care 
under  both  the  new  medical  assistance  for 
the  aged  programs  and  under  the  vendor 
payment  provisions  which  have  been  a  part 
of  the  old-age  assistance  programs  for  more 
than  10  years. 

In  any  case,  the  problem  is  not  primarily 
that  of  the  very  poor — the  group  helped  by 
public  assistance.  The  problem  of  meeting 
the  cost  of  medical  care  in  old  age  hits  hard 
at  the  great  majority  of  older  people  who 
are  neither  rich  nor  very  poor.  It  exists 
for  those  of  average  income  and  those  of 
above-average  income.  Very  few  indeed  are 
those  who  reach  retirement  age  with  suffi- 
cient resources  to  be  secure  in  the  knowledge 
that  they  can  pay  for  all  the  health  care 
they  will  need  in  the  years  from  retirement 
to  death.  Giving  assistance  to  people  who 
are  already  reduced  to  poverty  is  necessary, 
but  the  prevention  of  dependency  is  cer- 
tainly more  in  line  with  the  aspirations  of 
the  American  people. 

INADEQUACY   OF  MONTHLY  BENEFITS 

Monthly  cash  social  security  benefits  can 
go  far  in  meeting  regular  and  recurring  ex- 
penses like  those  for  food,  clothing,  and  rent. 
But  even  if  these  cash  benefits  were  a  good 
deal  higher  than  they  are,  they  would  be  inr 
effective  in  solving  the  problem  the  aged 
have  in  meeting  their  health  costs.  Health 
costs  are  not  evenly  distributed  from  month 
to  month  or  even  from  year  to  year.  A  per- 
son over  65  may  have  no  appreciable  health 
costs  for  several  years  and  then  in  a  short 
time  have  health  costs  running  into  thou- 
sands of  dollars. 

It  is  not  desirable,  even  if  it  were  possible, 
to  increase  the  social  security  cash  benefit 
sufficiently  to  cover  such  large  expenses.  The 
obvious  solution  is  to  even  out  this  expense 
over  time  and  to  spread  it  over  both  the 
sick  and  the  well.  The  only  way  to  achieve 
this  is  through  insurance.  And  that  of 
course  is  all  that  the  bill  I  have  introduced 
proposes  to  do. 
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THE  SOCIAL  SECURITY  APPROACH 

The  proposal  would  add  hospital  Insurance 
protection  to  the  retirement  income  protec- 
tion of  social  security.  In  the  past,  we  have 
raised  social  security  benefits,  for  those  who 
were  already  on  the  rolls  as  well  as  for  fu- 
ture beneficiaries.  The  coverage  under  the 
proposal  of  past  contributors  to  the  system 
who  are  now  old  is  based  solidly  on  past 
precedent. 

After  passage  of  the  proposal,  social  secu- 
rity beneficiaries  would  be  entitled  to  at 
least  the  minimum  cash  benefit  and  a  hos- 
pital Insurance  policy.  Above  this  minimum, 
the  benefits  would  vary,  of  course,  in  relation 
to  past  earnings.  The  proposal  differs  from 
past  increases  in  social  security  benefits  only 
in  that  the  security  of  the  aged  demands 
that  the  next  increase  in  the  minimum  pro- 
tection under  social  security  be  in  the  form 
of  hospital  insurance. 

Social  security  is  an  effective  instrument 
for  the  purpose  at  hand,  because  under  it 
people  earn  protection  for  their  later  years 
by  contributing  to  social  security  while  they 
are  working  and  are  best  off.  Thus,  social 
security  can  relieve  the  elderly  person  of  the 
burden  of  hospital  Insurance  costs  on  his  re- 
tirement income. 

Under  social  security  hospital  insurance, 
there  would  be  no  requirement  that  the 
elderly  submit  to  investigation  of  their 
needs  and  resources,  or  that  their  children 
submit  to  such  an  investigation,  as  happens 
under  public  assistance.  Nor  would  the  pro- 
posed social  security  protection  be  denied  to 
residents  of  any  State. 

ENCOURAGEMENT   OF   PERSONAL  RESPONSIBILITY 

The  absence  of  any  means  test  or  Income 
test  in  social  security  is  one  reason  why  the 
American  people  overwhelmingly  support 
the  social  security  program.  Current  work- 
ers know  the  social  security  taxes  they  pay 
are  going  to  help  meet  the  cost  of  benefits 
that  will  be  available  to  them  in  retirement 
regardless  of  what  they  may  be  able  to  add 
to  these  benefits  in  terms  of  private  pen- 
sions or  individual  savings.  This  is  one  of 
the  great  strengths  of  the  social  security 
program;  that  it  is  a*  base  to  which  people 
can  add  other  forms  of  protection  on  their 
own  through  voluntary  effort.  This  is  the 
basis  of  the  great  partnership  that  exists  to- 
day between  the  social  security  program  and 
the  tens  of  thousands  of  private  pension 
plans.  Any  income  test  or  means  test  de- 
stroys this  partnership,  for  under  such  tests 
one  loses  rights  to  payments  In  proportion 
to  one's  success  in  securing  private  pension 
protection  or  in  accumulating  individual 
savings.  Thus  an  income  test  is  a  disincen- 
tive to  individual  voluntary  effort  and  to 
saving. 

All  of  this  is  exactly  as  true  in  the  area  of 
benefits  covering  hospital  costs  as  it  is  in  the 
case  of  cash  benefits.  If  we  provide  hospi- 
tal insurance  protection  for  the  aged,  the  In- 
dividual will  be  secure  in  the  knowledge  that 
his  social  security  hospital  insurance  protec- 
tion will  be  available  to  him  whatever  re- 
sources he  may  have.  The  worker  will  have 
every  incentive  to  provide  additional  protec- 
tion for  himself,  and  he  can  be  counted  on 
to  do  so. 

THE  PROPOSAL 

Like  the  bill  in  the  last  Congress,  this  pro- 
posal is  focused  on  hospital  services  because 
an  illness  that  necessitates  hospitalization  is 
usually  the  most  costly.  The  medical  ex- 
penses for  aged  people  who  are  hospitalized 
are  about  five  times  greater  than  the  medi- 
cal bills  of  aged  people  who  are  not  hospi- 
talized. And  among  the  aged,  hospitaliza- 
tion is  very  likely  to  occur;  9  out  of  every 
10  persons  who  reach  age  65  will  be  hospital- 
ized at  least  once  before  they  die,  and  2  out 
of  3  will  be  hospitalized  two  or  more  times. 

As  in  H.R.  4222  of  the  last  Congress, 
physicians"  fees  would  not  be  paid  for  un- 
der the  proposal.    Payment  of  physicians' 


fees  would  require  financial  arrangements 
which  are  opposed  by  most  physicians. 
Moreover,  the  proposed  program  would  ap- 
ply its  benefits  to  cases  of  illness  which 
generally  require  large  expenditures  rather 
than  to  the  occasional  drug  bill  or  doctor 
visit.  Thus,  it  would  provide  relief  In  situ- 
ations where  medical  costs  are  highest. 

One  of  the  most  significant  features  of 
the  proposal  is  that  it  covers  alternatives 
to  Inpatient  hospital  care.  Provision  has 
been  made  for  payment  for  services  provided 
by  hospital -related  skilled  nursing  facilities, 
for  visiting  nurse  services  and  other  home 
health  care,  and  for  outpatient  hospital  di- 
agnostic studies  in  order  to  promote  the 
most  efficient  and  economical  use  of  existing 
health  care  facilities. 

In  providing  for  payment  for  these  alter- 
native services,  the  proposed  program'  would 
reinforce  the  efforts  of  the  health  professions 
to  reserve  hospital  beds  for  acute  illnesses 
requiring  intensive  treatment  that  can  be 
provided  only  in  a  hospital. 

The  hospital  Insurance  system  would  be 
financed  in  the  same  manner  and  with  the 
same  safeguards  as  apply  to  the  present  so- 
cial security  program.  Let  me  read  you  a 
short  excerpt  from  the  January  1,  1959,  re- 
port of  the  Advisory  Council  on  Social  Secu- 
rity Financing:  "The  Council  finds  that  the 
present  method  of  financing  the  old-age, 
survivors,  and  liability  insurance  program  is 
sound,  pratical,  and  appropriate  for  this  pro- 
gram. It  is  our  judgment,  based  on  the  best 
available  cost  estimates,  that  the  contribu- 
tion schedule  enacted  into  law  in  the  last 
session  of  Congress  makes  adequate  provi- 
sions for  financing  the  program  on  a  sound 
actuarial  basis." 

The  benefits  of  the  proposal  would  be  fi- 
nanced on  the  same  sound  actuarial  basis. 
The  cost  calculations  have  been  carefully  de- 
veloped by  the  Chief  Actuary  of  the  Social 
Security  Administration.  The  actuary's  esti- 
mates are  based  on  assumptions  and  meth- 
odology consistent  with  those  used  for  the 
present  old-age,  survivors,  and  disability  in- 
surance program.  Under  H.R.  3920,  the 
social  security  contribution  rates  would  be 
increased  by  one-fourth  of  1  percent  each 
for  employers  and  employees,  and  four- 
tenths  of  1  percent  for  the  self-employed; 
the  taxable  earnings  base  would  be  In- 
creased from  $4,800  to  $5,200  a  year.  Rais- 
ing the  earnings  base  would  improve  the 
benefit  structure  of  the  system  generally  and 
would  also  provide  additional  income  which, 
together  with  the  income  from  the  con- 
tribution rate  increase,  would  fully  meet  all 
hospital  insurance  costs. 

Although  a  detailed  description  of  the  pro- 
posal will  be  submitted  for  the  record,  there 
follows  a  brief  review  of  the  general  nature 
of  the  major  changes  from  H.R.  4222  of  the 
87th  Congress  that  are  embodied  in  H.R. 
3920. 

THE  UNINSURED 

One  of  the  important  advantages  of  H.R. 
3920  is  that  it  gives  protection  to  practically 
all  of  our  ny2  million  aged  population — not 
just  those  who  are  eligible  for  cash  benefits 
under  the  social  security  and  railroad  re- 
tirement programs.  The  proposal  would  pro- 
vide hospital  benefit  protection  to  almost  2y2 
million  people  65  and  over  who  have  not 
worked  long  enough  under  the  social  security 
or  railroad  retirement  program  to  be  insured 
under  either  of  those  systems  and  who  are 
not  eligible  for  health  insurance  as  active 
or  retired  Federal  civilian  employees. 

The  provision  under  which  hospital  bene- 
fits would  be  made  available  to  people  who 
are  not  outside  the  social  insurance  system 
Is  a  transitional  one.  It  is  designed  to  wash 
out  in  few  years,  so  that  people  who  reach 
age  65  in  coming  years  will  have  had  to 
contribute  during  their  working  years  to 
social  security  in  order  to  be  eligible  for 
hospital  benefits. 
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The  cost  of  hospital  benefits  for  people  not 
eligible  for  cash  benefits  under  the  social 
security  or  railroad  retirement  programs 
would  be  borne  by  the  general  fund  of  the 
Treasury.  It  should  be  emphasized  that  no 
social  security  tax  money  would  be  used  to 
pay  for  the  hospital  benefits  of  these  aged 
people.  Thus  H.R.  3920  would  provide  mean- 
ingful basic  protection  against  hospital  costs 
for  virtually  all  of  our  senior  citizens  and, 
at  the  same  time,  maintain  the  principle 
that  social  security  benefits  should  be  re- 
served for  social  security  contributors. 

INDIVIDUAL  OPTION 

The  proposed  legislation  would  give  bene- 
ficiaries an  opportunity  to  select  any  one  of 
three  forms  of  hospital  insurance  protection. 
Under  one  option,  a  beneficiary  would  be  pro- 
tected against  hospital  costs  for  up  to  90 
days  during  any  period  of  illness  subject  to 
a  deductible  amount  equal  to  $10  per  day 
(with  a  minimum  of  $20)  for  the  first  9  days 
of  the  individual's  hospital  stay.  Under  the 
second  option,  the  beneficiary  could  elect  to 
be  protected  for  a  maximum  of  45  days  of 
hospital  care  with  no  provision  for  a  deduct- 
ible. A  beneficiary  who  took  the  third  op- 
tion could  receive  benefits  for  up  to  180  days 
of  hospital  care  during  any  period  of  Illness, 
with  a  deductible  amount  equal  to  2%  times 
the  average  per  diem  cost  of  hospital  care. 

A  great  variety  of  private  insurance  poli- 
cies would  fit  into  one  of  the  three  benefit 
packages  that  would  be  available  to  the  el- 
derly. By  giving  beneficiaries  a  choice 
between  three  different  coverages,  the  pro- 
posal would  greatly  facilitate  private  insur- 
ance supplementation  of  the  basic  social 
security  health  insurance. 

The  proposal  contains  an  additional  pro- 
vision which  Is  designed  to  stimulate  the 
development  and  availability  of  private  sup- 
plementary insurance  for  the  aged.  Under 
the  bill,  the  Secretary  would  be  required  to 
consult  with  hospitals  and  other  health  care 
providers,  insurance  carriers  and  public  and 
private  welfare  organizations  for  the  purpose 
of  encouraging  and  assisting  them  in  the  de- 
velopment and  provision  of  supplementary 
protection. 

RELIANCE    ON    PRIVATE  ORGANIZATIONS 

The  proposed  legislation  would  give  the 
Secretary  of  Health,  Education,  and  Welfare 
specific  statutory  authority  to  delegate  some 
of  the  more  sensitive  administrative  func- 
tions to  Blue  Cross  and  similar  voluntary 
organizations  that  are  experienced  in  dealing 
with  hospitals  and  other  providers  of  serv- 
ices. These"  administrative  functions  would 
Include  reviewing  hospital  fiscal  records  as 
a  part  of  the  determination  of  the  cost  of 
services,  and  acting  as  a  center  for  com- 
municating and  Interpreting  payment  pro- 
cedures to  hospitals.  Those  who  are 
concerned  that  Government  might  try  to 
intervene  in  hospital  affairs  will  feel  much 
more  comfortable  with  such  organizations 
serving  as  intermediaries  between  the  Gov- 
ernment and  the  providers  of  services. 

SEPARATE  TRUST  FUND 

The  new  proposal  includes  a  provision  for 
a  separate  hospital  insurance  trust  fund. 
Some  people  were  concerned  about  the  in- 
termingling of  old-age,  survivors,  and  dis- 
ability Insurance  funds  with  hospital 
insurance  funds  even  though  separate  ac- 
counts would  have  been  maintained.  The 
provision  for  separate  trust  funds  makes 
clear  that  funds  will  not  be  transferable 
from  one  program  to  another. 

HOSPITAL  STANDARDS 

The  proposed  legislation  modifies  a  num- 
ber of  provisions  included  in  H.R.  4222  in  the 
last  Congress  so  as  to  make  It  perfectly  clear 
that  the  proposed  program  could  not,  in  any 
way.  Interfere  with  medical  practices  and 
hospital  operations.  While  these  modifica- 
tions are  In  the  nature  of  technical  changes, 
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they  are  important  in  that  they  make  it 
abundantly  clear  that  the  Government  would 
not  have  any  authority  to  regulate  medical 
care. 

Some  critics  of  the  1961  bill  have  made 
much  of  the  fact  that  hospitals  would  have 
to  meet  health  and  safety  criteria  prescribed 
by  the  Secretary  of  HEW  as  a  condition  for 
their  participation  in  the  program.  In  tes- 
tifying for  the  hospitals  themselves,  the  rep- 
resentatives of  the  American  Hospital  Asso- 
ciation told  the  Committee  on  Ways  and 
Means  that  the  criteria  in  my  previous  bill 
were  both  reasonable  and  necessary.  If  the 
proposed  hospital  insurance  plan  were  to 
operate  without  placing  conditions  on  par- 
ticipation by  providers  of  health  services,  the 
hospital  insurance  payments  that  would  be 
made  could  damage  the  continuing  efforts 
of  the  health  professions  to  improve  the 
quality  of  hospital  care  available  throughout 
the  country.  To  allay  the  fears  of  those  who 
expressed  concern  that  the  Secretary  of  HEW 
might  prescribe  unreasonable  health  and 
safety  requirements,  the  bill  just  introduced 
provides  specifically  that  neither  those  re- 
quirements nor  any  of  the  related  require- 
ments may  exceed  the  professionally  set  and 
professionally  accepted  standards  established 
for  hospitals  by  the  Joint  Commission  on  the 
Accreditation  of  Hospitals.  Further,  the  bill 
now  specifically  provides  that  a  hospital  that 
is  accredited  by  the  Joint  Commission  would 
be  conclusively  presumed  to  meet  the  condi- 
tions for  participation  in  the  proposed  social 
security  health  insurance  plan,  except  for 
the  requirement  for  utilization  review  ar- 
rangements to  be  established  and  run  by  the 
hospitals.  About  85  percent  of  the  hospital 
beds  in  the  country  are  in  hospitals  that  are 
accredited  by  the  Joint  Commission. 

The  original  bill  clearly  anticipated  heavy 
reliance  on  agencies  like  the  Joint  Commis- 
sion on  the  Accreditation  of  Hospitals;  the 
present  proposal  goes  so  far  as  to  name  the 
Commission — to  make  this  intent  as  clear  as 
possible. 

SKILLED  NURSING  FACILITY  AFFILIATION 

Even  more  significant  than  the  need  for 
quality  protection  in  the  hospital  area  is 
the  need  for  safeguards  in  the  case  of  nurs- 
ing homes.  It  would  be  regrettable  if  pay- 
ment were  to  be  made  for  health  care  in  the 
many  nursing  institutions  which  are  not 
equipped  or  staffed  to  furnish  the  profes- 
sional care  which  is  proposed  to  be  paid  for, 
or  in  the  many  institutions  whose  environ- 
ment is  truly  a  threat  to  the  lives  of  their 
patients.  This  concern,  together  with  recent 
successful  experience  with  hospital-nursing 
home  affiliation,  led  to  the  inclusion  in  the 
present  proposal  of  a  provision  that  would 
further  clarify  the  objective  of  skilled  nurs- 
ing facility  payments  by  limiting  them  to 
facilities  that  are  affiliated  with  a  hospital. 

The  degree  of  affiliation  that  would  be 
required  would  not  involve  any  loss  of  basic 
autonomy  on  the  part  of  either  the  nursing 
facility  or  hospital;  it  would  only  assure 
that  the  nursing  facility  is  operating  under 
professional  standards  relating  to  its  nurs- 
ing services,  clinical  records  and  the  dis- 
pensing of  drugs — standards  which  have 
been  agreed  to  by  the  hospital  and  nursing 
facility.  The  affiliation  requirement  would 
also  assure  the  timely  transfer  of  patients 
between  the  affiliates  as  the  patients'  con- 
ditions and  medical  needs  change.  In  this 
way,  the  amendment  establishes  an  im- 
proved basis  for  meeting  the  objective  of 
paying  for  nursing  facility  care  only  in 
cases  where  such  care  is  necessary  for  treat- 
ment of  the  condition  for  which  the  patient 
was  hospitalized. 

DRUGS  COVERED 

The  proposed  legislation  makes  a  techni- 
cal change  that  would  make  doubly  sure  that 
the  measure  would  not  discourage  the  use  of 
any  drugs  of  therapeutic  value.  Under  the 
previous  bill,  hospital  payments  would  have 


covered  any  drug  or  biological  supplied  by  the 
hospital  that  Is  listed  on  any  one  of  the 
three  major  U.S.  drug  listings  that  have 
been  developed  by  the  drug  industry  and 
the  medical  profession.  Even  though  these 
drug  listings  are  entirely  under  the  control 
of  the  medical  profession  and  new  drugs  of 
therapeutic  value  can  be  added  to  the  list- 
ings at  will,  some  have  feared  that  reliance 
on  these  compendia  would  restrict  physi- 
cians. The  new  bill  will  clear  up  this  matter 
by  providing  that  payment  could  be  made 
under  the  proposed  program  for  a  drug, 
whether  or  not  listed  on  one  of  the  profes- 
sional drug  listings,  if  the  drug  is  acceptable 
to  the  drug  or  pharmacy  committee  of  the 
hospital  in  which  the  drug  is  used. 

QUALITY    OF  CARE 

It  is  apparent  from  the  various  improve- 
ments made  in  H.B.  4222  of  the  last  Con- 
gress that  those  who  support  the  adminis- 
tration's social  security  hospital  insurance 
proposal  fully  share  the  belief  that  any  pro- 
gram, public  or  private,  should  in  no  way 
lower  the  quality  of  health  care  available  to 
Americans.  A  fair  appraisal  of  this  bill  will 
show  conclusively  that  the  proposed  program, 
by  financing  some  of  the  major  health  costs 
of  the  aged,  can  lead  only  to  better  health 
care  for  all. 

In  a  statement  issued  by  the  Physicians 
Committee  for  Health  Care  for  the  Aged 
Through  Social  Security,  some  of  our  Na- 
tion's leading  physicians  made  the  following 
points: 

"First,  a  hospital  insurance  program  for 
the  aged  financed  and  administered  through 
social  security  would  greatly  assist  the  aged 
to  get  better  health  care.  The  fear  that  a 
large  hospital  expense  may  be  in  the  offing 
undoubtedly  deters  many  older  people  from 
seeking  needed  care.  Also,  the  patient's  fi- 
nancial condition  would  no  longer  unneces- 
sarily complicate  the  physician's  decision  to 
advise  hospitalization,  post-hospital  conva- 
lescence In  a  skilled  nursing  facility,  home 
health  services,  or  an  expensive  diagnostic 
series.'  By  removing  some  of  the  economic 
deterrents  to  obtaining  appropriate  care,  the 
measure  would  promote  earlier  utilization  of 
health  services. 

"Second,  the  measure  would  be  an  incen- 
tive to  improvement  in  the  quality  of  care 
provided  by  nursing  homes.  About  40  per- 
cent of  nursing  home  beds  have  been  classi- 
fied by  States  as  unacceptable  on  the  basis 
of  fire  and  health  hazards.  Many  other 
nursing  homes  provide  Inadequate'  nursing 
care.  With  participation  in  the  proposed 
hospital  insurance  program  open  only  to 
skilled  nursing  facilities  with  a  hospital 
affiliation,  those  participating  would  serve  as 
much-needed  models  for  the  improvement  of 
other  nursing  homes. 

"Third,  the  principle  of  free  choice  of  in- 
stitution would  be  made  more  meaningful, 
and  continuous  supervision  of  patient  care 
by  private  physicians  would  be  facilitated. 
The  county  hospital  for  indigents,  with 
choice  limited  to  county  physicians,  would 
no  longer  be  the  fate  of  many  elderly  people. 

"Finally,  by  paying  for  the  full,  reasonable 
cost  of  the  covered  hospital  services  the  el- 
derly receive,  the  proposed  program  would 
put  hospitals  on  a  much  more  solid  finan- 
cial footing  and  make  improvements  possi- 
ble that  the  hospitals  now  cannot  afford." 

CONCLUSION 

The  problem  that  old  people  face  in  meet- 
ing their  health  costs  is  one  that  they  them- 
selves cannot  handle  entirely  on  their  own. 
It  is  a  grave  and  urgent  problem.  Private 
insurance  alone  is  not  the  answer.  The  re- 
tirement benefits  paid  under  social  security 
cannot  by  themselves  be  high  enough  to  meet 
the  costs  of  expensive  health  care  in  old  age. 
Medical  assistance  for  the  aged,  though  nec- 
essary as  a  second  line  of  defense,  cannot  do 
the  job.  The  only  solution  is  to  provide  for 
meeting  some  of  the  principal  costs  of  seri- 
ous illness  in  old  age  through  hospital  In- 


surance under  the  social  security  program. 
This  is  abundantly  clear  from  the  evidence 
that  has  been  presented  during  the  course  of 
the  hearings  that  the  Committee  on  Ways 
and  Means  held  in  the  last  Congress  and  the 
facts  that  have  been  brought  to  light  as  a 
result  of  the  extensive  study  that  has  fol- 
lowed those  hearings.  The  social  security 
program  offers  the  only  practical  mechanism 
that  would  enable  the  great  majority  of  the 
people  of  our  country  to  provide  for  their 
health  needs  in  old  age.  Under  social  se- 
curity, contributions  are  spread  over  the  in- 
dividual's working  lifetime;  they  vary  with 
earnings  levels  and  are  shared  by  employers 
and  employees.  In  old  age  the  protection  is 
available  without  further  contributions. 
This  is  what  makes  the  system  so  perfectly 
adapted  to  the  problem,  a  problem  that  can 
be  defined  in  terms  of  the  greatest  need  for 
health  care  coming  in  the  retirement  years — 
just  when  incomes  are  lowest.  The  social 
insurance  mechanism  also  offers  a  truly  con- 
servative approach  to  meeting  basic  costs  of 
illness  in  old  age.  The  scope  of  the  hospital 
insurance  protection  that  would  be  provided 
would  be  clearly  defined  and  limited  by  law, 
the  longrun  cost  of  the  program  would  be 
actuarially  calculated,  and  the  revenue 
calculated  to  be  required  to  finance  the  pro- 
gram would  be  provided. 

The  many  years  of  exhaustive  study  and 
discussion  that  have  preceded  the  drafting 
of  this  bill  have  clearly  established  the  criti- 
cal need  for  its  enactment.  That  issue  is 
simple  and  clear:  Should  we  provide  a  way 
for  people  to  help  pay  their  own  way,  with 
incentives  to  work  and  save,  or  should  we 
take  away  these  Incentives  by  helping  only 
those  who  have  little  income  and  savings 
and  can  meet  a  means  test?  There  is  no 
doubt  how  these  questions  would  be  an- 
swered by  the  great  majority  of  Americans 
who  await  this  decision  for  there  Is  no  doubt 
how  Americans  feel  about  their  system  of 
social  security. 

Let  us  make  it  clear  to  the  people  we  repf 
resent  that  we  too  reject  the  idea  that  our 
senior  citizens,  who  have  lived  all  their  lives 
in  dignity  and  independence,  should  be  re- 
quired to  use  up  their  savings  and  submit 
to  an  investigation  of  need  before  they  can 
get  essential  hospital  care.  Let  us  choose 
the  way  that  is  consistent  with  the  Ameri- 
can concept  of  earning  protection  through 
work — the  social  security  way. 

Description  of  Hospital  Insurance 
Act  of  1963 
(Prepared  by  the  Department  of  Health, 
Education,  and  Welfare) 
prohibition  against  any  federal 
interference 
The  bill  specifically  prohibits  the  Federal 
Government  from  exercising  supervision  or 
control  over  the  practice  of  medicine,  the 
manner  in  which  medical  services  are  pro- 
vided and  the  administration  or  operation  of 
medical  facilities. 

free  choice  by  patient  guaranteed 
The  bill  specifically  provides  that  a  bene- 
ficiary may  receive  services  from  any  partic- 
ipating provider  of  his  own  choice. 

eligibility 

The  proposal  is  limited  to  coverage  of  the 
aged  because  the  aged  as  a  group  have  low 
incomes  and  high  medical  care  expenses. 
Moreover,  they  are  at  a  period  In  life  where 
their  incomes  and  assets  are  more  likely  to 
go  down  than  up.  Their  income  is,  on  the 
average,  about  half  that  of  those  under  65; 
at  the  same  time  they  require  three  times 
the  hospital  care  of  younger  people.  Fur- 
thermore, since  most  aged  people  are  not  em- 
ployed they  have  in  general  no  opportunity 
to  obtain  economical  group  insurance.  The 
individual  or  nongroup  health  insurance 
that  may  be  available  to  them  Is  often  twice 
as  expensive  for  the  same  benefits — because 
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of  higher  acquisition  cost,  premium  collec- 
tion cost,  and  other  administrative  costs — 
as  group  insurance  would  be. 

Under  the  bill,  hospital  insurance  pro- 
tection would  be  provided  for  all  people 
who  are  aged  65  and  over  and  entitled  to 
monthly  old-age  or  survivors  insurance  bene- 
fits or  to  benefits  under  the  Railroad  Retire- 
ment Act.  An  individual  would  be  eligible 
for  hospital  insurance  protection  at  age  65 
even  though  his  monthly  cash  benefits  are 
being  withheld  because  of  earnings  from 
work.  In  addition,  protection  would  be  pro- 
vided, under  a  special  provision  of  the  plan, 
to  many  people  aged  65  and  over  who  are 
not  eligible  for  benefits  under  the  social 
security  or  railroad  retirement  systems. 

Almost  all  of  the  more  than  18  million 
people  who  will  be  age  65  and  over  in  Janu- 
ary 1965  would  be  protected  under  the  pro- 
posal. The  few  not  protected  under  the 
legislation  would  consist  for  the  most  part 
of  retired  Federal  civilian  employees,  who 
have  their  own  health  insurance  program, 
and  aliens  with  relatively  short  residence  in 
the  United  States.  Of  the  people  protected 
under  the  proposal,  about  15V2  million  would 
be  covered  as  persons  eligible  under  the  old- 
age  and  survivors  insurance  or  railroad  re- 
tirement programs  and  about  2]/2  million 
would  be  protected  under  the  special  provi- 
sion. 

Under  the  special  provision,  aged  people 
who  are  not  insured  for  cash  benefits  under 
the  social  security  or  railroad  retirement 
systems  would  be  deemed  insured  for  hos- 
pital and  related  benefits  only.  Uninsured 
people  who  reach  age  65  in  1967  would  be 
deemed  to  be  insured  for  hospital  benefits 
if  they  had  earned  as  few  as  six  quarters  cf 
coverage  in  covered  work  at  any  time — nine 
fewer  quarters  of  coverage  than  men  of  this 
age  need  to  qualify  for  cash  social  security 
benefits. 

For  people  who  reach  age  65  in  each  of 
the  succeeding  years,  the  number  of  quar- 
ters of  coverage  needed  to  be  insured  for 
hospital  insurance  protection  would  in- 
crease by  three  each  year.  For  persons  who 
attain  age  65  after  1972,  the  special  insured 
status  requirements  for  hospital  insurance 
would  require  as  many  or  more  quarters  of 
coverage  as  the  regular  insured  status  re- 
quirements for  other  social  security  benefits, 
so  that  the  new  insured  status  requirement 
will  soon  "wash  out." 

The  cost  of  the  coverage  for  aged  persons 
who  do  not  meet  the  regular  insured  status 
requirement  of  the  social  security  law  would 
be  met  from  general  revenues.  Thus,  the 
provision  of  the  same  hospital  benefits  for 
persons  who  are  not  fully  insured  under  the 
social  security  system  would  not  be  incon- 
sistent with  the  principles  upon  which  the 
system  is  based.  Funds  obtained  through 
the  application  of  social  security  contribu- 
tions would  -be  used  only  to  pay  benefits  of 
those  who  have  contributed  over  a  sufficient 
length  of  time  to  acquire  insured  status,  and 
over  the  long  run  only  persons  who  make 
significant  contributions  would  be  eligible 
for  benefits. 

BENEFITS  PROVIDED 

The  bill  would  provide  payments  for  in- 
patient hospital  services,  followup  care  in 
a  hospital-affiliated  skilled  nursing  facility, 
certain  organized  home  health  agency  serv- 
ices and  hospital  outpatient  diagnostic 
services. 

Inpatient  hospital  services  were  selected 
as  the  point  of  concentration  in  the  bill  be- 
cause of  the  great  financial  strain  placed 
on  people  who  must  go  to  the  hospital. 
Medical  expenses  for  aged  people  who  are 
hospitalized  in  a  year  are  about  five  times 
greater  than  the  annual  medical  bills  of 
aged  people  who  are  not  hospitalized,  and 
hospital  costs  account  for  the  major  portion 
of  th.  difference  between  the  health  bills 
of  the  hospitalized  aged  and  those  not  hos- 
pitalized.   Further,  the  occurrence  of  hos- 


pitalization one  or  more  times  in  old  age 
is  to  be  expected.  It  is  estimated  that  9 
out  of  every  10  people  who  reach  age  65  will 
be  hospitalized  at  least  once  before  they  die; 
2  out  of  3  will  be  hospitalized  two  or 
more  times.  Another  reason  for  placing 
primary  emphasis  on  protection  against  the 
cost  of  hospital  care  is  that  hospital  insur- 
ance is  the  part  of  the  protection  against 
health  costs  on  which  there  is  the  most  ex- 
perience in  this  country — through  Blue 
Cross  and  other  Government  programs — 
with  the  result  that  adequate  models  for 
administration  are  available. 

BENEFICIARY  OPTION 

Under  the  bill,  payment  would  be  made  for 
up  to  90  days  of  inpatient  hospital  services, 
subject  to  a  deductible  amount  of  $10  a  day 
for  up  to  9  days  (with  a  minimum  of  $20), 
unless  the  beneficiary  exercises  his  option  to 
receive  inpatient  hospital  benefits  for  either 
(1)  up  to  45  days  with  no  deductible  or;-  (2) 
up  to  180  days  with  a  deductible  amount 
equal  to  the  average  daily  cost  of»2%  days  of 
hospital  care. 

The  provision  under  which  each  benefici- 
ary could  choose  among  three  alternative 
hospital  benefit  plans  enables  the  beneficiary 
to  select  the  plan  which  he  thinks  is  best 
suited  to  his  needs. 

SERVICES  FOR  WHICH  PAYMENT  WOULD  BE  MADE 

Hospital  services:  The  proposed  inpatient 
hospital  benefits  would  (except  for  the  de- 
ductible amount  applicable  under  two  of  the 
beneficiary  options)  generally  cover  the  full 
cost  of  all  hospital  services  and  supplies  of 
the  kind  ordinarily  furnished  by  the  hospital 
which  are  necessary  in  the  care  and  treat- 
ment of  its  patients.  The  full  coverage  fol- 
lows the  recommendations  of  the  Commis- 
sion on  Financing  of  Hospital  Care  and  other 
expert  groups  studying  hospital  insurance. 
As  hospitals  acquire  new  equipment,  adopt 
new  health  practices,  and  improve  their  serv- 
ices and  techniques,  the  additional  operating 
costs  resulting  from  such  changes  would 
automatically  be  covered  under  the  proposal 
without  need  for  modification.  Thus,  cover- 
age would  always  be  up  to  date.  Further- 
more, this  built-in  responsiveness  to  chang- 
ing medical  practices  and  needs  would 
provide  assurance  that  the  program  would 
provide  t^.e  proper  financial  underpinning  to 
improvements  in  care. 

Skilled  nursing  facility  services:  The  bill 
would  provide  payments  for  the  cost  of  hos- 
pital-affiliated skilled  nursing  facility  serv- 
ices in  cases  where  a  hospital  inpatient  is 
transferred  to  such  a  facility  to  continue 
to  receive  professionally  supervised  skilled 
nursing  care  (while  under  the  care  of  a 
physician)  needed  in  connection  with  a  con- 
dition for  which  he  had  been  hospitalized. 
The  requirement  that  the  patient  have  been 
transferred  from  a  hospital  is  one  of  the 
measures  included  in  the  bill  to  limit  the 
payment  of  nursing  home  benefits  to  persons 
who  may  reasonably  be  presumed  to  require 
continuing  skilled  nursing  care  and  for 
whom  the  nursing  facility  provides  an  al- 
ternative to  continued  hospitalization. 

Home  health  care  services:  Payments 
would  be  made  for  visiting  nurse  services 
and  for  other  related  home  health  services 
when  furnished  by  a  public  or  nonprofit 
agency  in  accordance  with  a  plan  for  the 
patient's  care  that  is  established  and  pe- 
riodically reviewed  by  a  physician.  Since 
the  nature  and  extent  of  the  care  a  patient 
would  receive  would  be  planned  by  a  physi- 
cian, medical  supervision  of  the  home 
health  services  furnished  by  paramedical 
personnel — such  as  nurses  or  physical  ther- 
apists— would  be  assured. 

Outpatient  diagnostic  services:  In  the 
case  of  outpatient  hospital  diagnostic  serv- 
ices, payment  could  generally  be  made  for 
any  tests  and  related  services  that  are  cus- 
tomarily furnished  by  a  hospital  to  its  out- 
patients for  the  purpose  of  diagnostic  study. 
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Payment  would  only  be  made  for  the  more 
expensive  diagnostic  procedures  because  a 
$20  deductible  amount  would  be  applied  for 
each  30-day  period  during  which  diagnostic 
services  are  furnished. 

PATIENT'S   NEED    AND   ECONOMY  SERVED 

The  bill  provides  payments  for  skilled 
nursing  facility  care,  home  health  agency 
services  and  hospital  outpatient  diagnostic 
studies  in  order  to  promote  the  economical 
use  of  hospital  inpatient  services.  In  doing 
so,  the  proposed  legislation  would  support 
the  efforts  of  the  health  professions  to  limit 
the  use  of  hospital  beds  to  the  acutely  ill 
who  need  intensive  care  and  to  make  more 
efficient  use  of  other  health  care  facilities. 
Moreover,  coverage  of  these  services  is  con- 
sistent with  the  recommendations  made  by 
authorities  who  have  studied  the  causes  and 
effects  of  improper  utilization  of  hospital 
care.  For  example,  the  availability  of  pro- 
tection against  the  costs  of  outpatient  hos- 
pital diagnostic  tests  would  avoid  providing 
an  incentive  to  use  inpatient  hospital  serv- 
ices'in  order  to  obtain  coverage  of  the  cost 
of  'diagnostic  services.  The  availability  of 
this  protection  would  also  give  support  to 
preventive  medicine  by  meeting  part  of  the 
costs  of  expensive  procedures  that  are  es- 
sential in  the  early  detection  of  disease. 

INCLUDED    AND    EXCLUDED  SERVICES 

Under  the  bill,  payment  would  be  limited 
to  health  services  which  are  essential  ele- 
ments of  the  services  provided  by  hospitals. 
Since  the  primary  purpose  of  the  proposal  is 
to  cover  hospital  costs  and  a  major  reason 
for  the  coverage  of  other  services  is  to  pro- 
vide economical  substitutes  for  hospitaliza- 
tion, the  proposed  legislation  is  framed  to 
permit  payment  for  skilled  nursing  facility, 
home  health,  and  hospital  outpatient  diag- 
nostic services  only  to  the  extent  that  they 
could  be  paid  for  if  furnished  to  a  hospital 
inpatient.  Thus  the  outer  limits  on  what 
the  proposed  program  would  pay  for  are 
set  by  the  scope  of  inpatient  hospital  serv- 
ices for  which  payment  could  be  made. 
Services  covered  outside  the  hospital  are 
more  limited  than  those  in  the  hospital. 
Following  is  a  description  of  the  various 
services  for  which  payment  would  be  made 
under  the  bill. 

Room  and  board :  Payments  would  be  made 
for  room  and  board  in  hospital  and  skilled 
nursing  facility  accommodations.  Generally 
speaking,  accommodations  for  which  pay- 
ment would  be  made  would  consist  of  rooms 
containing  from  two  to  four  beds.  Covered 
accommodations  are  described  by  number  of 
beds,  rather  than  the  frequently  used  desig- 
nation of  "semiprivate."  The  differences  that 
exist  among  hospitals  in  the  use  of  the  term 
"semiprivate"  would  create  an-  undesirable 
lack  of  uniformity  of  benefits  provided. 

Payments  could  also  be  made  for  more  ex- 
pensive accommodations  where  their  use  is 
medically  indicated.  Where  private  accom- 
modations are  furnished  at  the  patient's  re- 
quest, the  payments  that  would  be  made 
would  be  the  equivalent  of  the  reasonable 
cost  of  accommodations  containing  two  to 
four  beds.  Room  and  board  would  not,  of 
course,  be  paid  for  where  the  beneficiary  is 
receiving  care  under  a  home  health  plan. 

Nursing  services :  Payments  would  cover  all 
hospital  nursing  costs,  but  not  private  duty 
nursing.  Private  duty  nursing  would  not 
be  paid  for  since  it  can  be  expected  that 
the  nursing  services  regularly  provided  by 
hospitals  and  skilled  nursing  facilities  which 
would  participate  in  the  program  would 
almost  always  adequately  meet  the  nursing 
needs  of  their  patients. 

Payments  for  home  health  services  would 
only  cover  part-time  or  intermittent  nursing 
care  such  as  that  provided  by  visiting  nurses. 
Where  more  or  less  continuing  skilled  nurs- 
ing care  is  needed,  an  institutional  setting 
is  more  economical  and  generally  more  suit- 
able. 
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Physicians'  services:  The  cost  of  physi- 
cians* services  would  not  be  paid  for  under 
the  proposal  except  for  the  services  of  hos- 
pital interns  and  residents  in  training,  and 
for  the  professional  component  of  certain 
specified  ancillary  hospital  services  described 
below  under  "Other  Health  Services." 

The  bill  would  cover  the  cost  of  the  serv- 
ices that  hospital  interns  and  residents  in 
training  furnish  but  only  while  they  are 
participants  in  teaching  programs  that  are 
approved  by  the  American  Medical  Associa- 
tion's Council  on  Medical  Education  and 
Hospitals.  This  coverage  of  the  services  of 
interns  and  residents  is  in  agreement  with 
the  generally  accepted  principle  of  hospital 
payment  that  third  parties  should  con- 
tribute a  fair  share  toward  the  hospital 
costs — in  large  part  consisting  of  educa- 
tional costs — of  interns  and  residents. 

Drugs:  Under  the  bill,  payment  could  be 
made  for  drugs  furnished  to  hospital  and 
skilled  nursing  facility  patients  for  their  use 
while  inpatients.  The  bill  would  provide 
payment  for  drugs  which  are  approved  by 
the  hospital's  pharmacy  committee  (or  its 
equivalent)  or  which  are  listed  in  the  "Unit- 
ed States  Pharmacopoeia,"  "National  Formu- 
lary," "New  and  Non-Official  Drugs,"  or 
"Accepted  Dental  Remedies."  A  hospital's 
drugs  must,  of  course,  meet  the  standards 
established  by  these  formularies  in  order  for 
the  hospital  to  be  accredited  by  the  Joint 
Commission  on  Accreditation.  Assurance  of 
satisfactory  control  over  drugs  in  nursing 
facilities  is  provided  through  the  requirement 
that  the  nursing  facility-hospital  affiliation 
agreement  include  provision  for  standards 
on  use  of  drugs. 

The  drugs  prescribed  for  a  patient  as  part 
of  his  home  health  care  would  not  be  paid 
for  under  the  proposed  program.  The  deci- 
sion to  exclude  the  cost  of  drugs  from  home 


health  service  payments  is  part  of  the  more 
basic  decision  not  to  provide  coverage  of 
drug  and  other  outpatient  therapeutic  costs 
under  the  program.  The  coverage  of  drugs 
outside  the  institutional  setting  would,  of 
course,  add  greatly  to  the  cost  of  the  pro- 
gram and  would  present  exceedingly  difficult 
problems  in  limiting  payment  to  needed 
drugs  and  covering  the  payment  of  a  multi- 
tude of  small  bills  without  excessively  cum- 
bersome and  expensive  administration. 

Supplies  and  appliances:  Under  the  pro- 
posal, payment  would  be  made  for  supplies 
and  applicances  so  long  as  they  are  a  neces- 
sary part  of  the  covered  health  services  a 
patient  receives.  For  example,  the  use  of  a 
wheelchair,  crutches  or  prosthetic  appliances 
could  be  paid  for  as  part  of  hospital,  nursing 
facility  or  home  health  services  but  pay- 
ments would  not  be  made  for  the  patient's 
use  of  these  items  upon  discharge  from  the 
institution  or  upon  completion  of  the  home 
health  plan.  Extra  items,  supplied  at  the 
request  of  the  patient  for  his  convenience, 
such  as  telephones  in  hospitals,  would  not 
be  paid  for. 

Medical  social  services:  Payments  would 
cover  the  cost  of  the  medical  social  services 
customarily  furnished  in  a  hospital,  as  well 
as  such  services  furnished  in  a  skilled  nurs- 
ing facility  or  as  part  of  a  home  health  plan. 
Such  services  often  perform  the  important 
function  for  the  aged  of  facilitating  a  return 
to  normal  life  at  home. 

Other  health  services:  Payment  would  be 
made  for  the  various  ancillary  services  cus- 
tomarily furnished  as  a  part  of  hospital 
care,  including  various  laboratory  services 
and  X-ray  services  and  use  of  hospital  equip- 
ment and  personnel.  Among  the  covered 
services  would  also  be  physical,  occupational, 
and  speech  therapy.  Payment  for  ancillary 
services  would  cover  the  costs  of  services 
rendered  by  physicians  in  four  specialty 


fields — anesthesiology,  radiology,  pathology 
and  physiatry — where  the  physician  fur- 
nishes his  services  to  an  inpatient  as  an  em- 
ployee of  the  hospital  or  where  he  furnishes 
them  under  an  arrangement  with  the  hos- 
pital which  specifies  that  payment  to  the 
hospital  for  the  services  he  performs  dis- 
charges all  liability  for  payment  for  the 
services.  Thus,  whether  the  services  of  any 
particular  specialist  are  covered  would  de- 
pend entirely  upon  the  arrangement  between 
the  physician  and  the  hospital.  The  chart 
below  lists  the  specific  kinds  of  hospital 
and  related  care  for  which  payments  could 
be  made  and  those  which  would  not  be 
covered. 

LIMITATIONS  QN  PAYMENT 

The  bill  includes  a  number  of  limitations 
on  the  payment  "of  hospital  and  related 
benefits,  primarily  because  of  considerations 
of  cost  and  priorities  of  need. 

The  deductible  provisions  and  the  other 
limitations  on  inpatient  hospital  and  skilled 
nursing  home  payments  would  be  applied 
on  a  "benefit  period"  basis.  In  general,  the 
benefit  period  would  coincide  with  the 
beneficiary's  episode  of  illness.  Under  the 
proposal,  the  benefit  period  would  begin 
with  the  first  day  in  which  the  patient  re- 
ceives inpatient  hospital  services  for  which 
payments  could  be  made  and  would  end 
after  the  close  of  a  90-day  period  during 
which  he  was  neither  an  inpatient  in  a 
hospital  nor  a  skilled  nursing  home;  the 
90  days  need  not  be  consecutive,  but  they 
must  fall  within  a  period  of  not  more  than 
180  consecutive  days.  This  limitation  is 
designed  to  provide  a  cutoff  point  in  the 
payment  of  benefits  for  persons  who  are 
more  or  less  continuously  Institutionalized 
persons  without,  however,  denying  payment 
for  persons  who  suffer  repeated  episodes  of 
serious  illness. 


Health  services  and  supplies  that  could  be  paid  for  under  the  Hospital  Insurance  Act  of  1963 


Room  and  board  

General  duty  nursing  services 
Physicians'  services-.  


Physical,  occupational,  and  speech 
therapy. 

Medical  social  services   

Drugs    


Other  services  and  supplies  neces- 
sary to  the  health  of  the  patient. 


Inpatient  hospital  benefits 


Skilled  nursing  facility 
benefits 


Coverage  limited  to  bed  and  board  in  a  2-4  bedroom  or  in  more 

expensive  accommodations  where  medically  required. 
Covered  (benefits  would  not  cover  private  duty  nursing)  


Outpatient  hospital  diagnostic 
benefits 


Not  applicable. 
 do  


Not  covered  except  where  furnished  by  an  intern  or  resident  in  training  in  the  course  of  an  AMA- 
approved  teaching  program,  or  where  the  services  are  in  the  field  of  pathology,  radiology, 
anesthesiology,  and  physical  medicine  and  are  rendered  through  the  hospital.  Services  fur- 
nished in  a  nursing  facility  by  interns  and  residents  in  training  under  an  AMA-approved 
teaching  program  of  the  hospital  with  which  the  nursing  facility  is  affiliated  would  be  covered. 

Covered          Not  applicable  


.do. 
.do. 


Covered  if  the  hospital  cus- 
tomarily furnishes  them  to 
its  patients. 


Covered  if  generally  provided 
by  skilled  nursing  facilities. 


 do   

Not  applicable  (except  as 
needed  for  diagnostic  study). 

Covered  if  customarily  fur- 
nished by  the  hospital  to 
outpatients  for  the  purpose 
of  diagnostic  study. 


Home  health  agency  benefits 


Not  covered. 

Coverage  limited  to  part-time  or  inter- 
mittent nursing  care. 

Not  covered  except  where  furnished  by 
an  intern  or  resident  in  the  course  of 
an  AMA-approved  hospital  teaching 
program. 

Covered. 

Do. 

Not  covered. 

Medical  supplies  (other  than  drugs) 
and  the  use  of  appliances  are  covered. 
Also,  to  the  extent  permitted  by  reg- 
ulations, part-time  or  intermittent 
services  of  a  home  health  aid  would 
be  covered. 


Duration  of  benefits 

The  maximum  number  of  days  of  inpatient 
hospital  care  for  which  payment  could  be 
made  during  a  benefit  period  would  be  45,  90, 
or  180  days,  depending  on  the  combination 
of  duration  and  deductible  selected  by  the 
beneficiary.  Since  some  patients  need  ex- 
tended skilled  nursing  care  after  hospitaliza- 
tion, a  maximum  of  180  days  of  skilled  nurs- 
ing care  is  provided  for  each  benefit  period. 

Under  the  proposal,  as  many  as  240  home 
health  visits  could  be  paid  for  in  a  calendar 
year.  The  limitation  placed  on  the  payment 
of  home  health  benefits  is  written  in  terms 
of  visits  rather  than  days.  Unlike  the  in- 
stitutionalized patient,  people  receiving 
home  health  services  do  not  receive  health 
care  on  a  full-time  basis.  Home  health  serv- 
ices involve  periodic  visits  to  the  patient's 
home  by  therapists,  nurses,  and  other  profes- 
sional personnel.  The  amount  of  home 
health  service  which  is  covered  would  be  un- 


affected by  whether  a  variety  of  services  is 
offered  on  the  same  day  or  different  days. 

Deductible  provisions 
Beneficiaries  who  prefer  first-dollar  cover- 
age could  obtain  such  coverage  by  electing 
the  45-day  option  with  no  deductible.  Those 
who  would  rather  have  protection  against 
the  costs  of  more  extended  stays  and  could 
budget  for  a  modest  deductible  could  choose 
the  90-day  option  or  the  180-day  option. 
Under  the  90-day  option  the  deductible 
amount  would  be  $10  a  day  for  up  to  9  days 
(with  a  minimum  of  $20);  under  the  180- 
day  option  the  deductible  amount  would  be 
the  average  daily  cost  of  2y2  days  of  hospital 
care. 

A  deductible  amount  of  $20  is  also  applied 
against  payments  for  diagnostic  services  fur- 
nished within  a  30-day  period  primarily  to 
reduce  costs  and  to  avoid  processing  a  large 
volume  of  small  claims.    Thus  the  program 


provides  protection  against  the  cost  of  the 
more  expensive  procedures — not  only  the 
single  expensive  test  but  the  series  of  tests 
in  which  costs  add  up  to  large  amounts. 

CONDITIONS    FOB   PARTICIPATION    OP  PROVIDERS 
OF  HEALTH  SERVICES 

One  of  the  keys  to  determining  the  nature 
of  the  health  services  which  would  be  paid 
for  under  the  proposal  is  the  type  of  insti- 
tution which  may  participate  in  the  program. 
Therefore,  the  question  as  to  what,  for  pur- 
poses of  the  proposed  program,  is  a  hospital, 
a  skilled  nursing  facility,  or  a  home  health 
agency  is  of  considerable  significance.  There 
are  no  universally  accepted  definitions  of  the 
various  health  facilities.  The  type  of  insti- 
tution providing  health  services  on  which 
there  is  closest  agreement  on  definition  is,  of 
course,  the  hospital.  The  definiton  of  a 
health  institution  includes  within  it  ele- 
ments related  to  the  quality  and  adequacy 


1963  CONGRESSIONAL  RECORD  —  HOUSE 


of  the  services  which  the  institution  provides. 
For  example,  one  of  the  conditions  an  insti- 
tution must  meet  to  satisfy  the  American 
Hospital  Association  requirements  for  listing 
as  a  hospital — the  same  condition  which 
would  have  to  be  met  before  an  institution 
could  participate  under  the  program — is  pro- 
vision of  24-hour  nursing  service  rendered  or 
supervised  by  registered  professional  nurses. 
This  is  one  of  the  characteristics  that  dif- 
ferentiates a  hospital  from  other  institu- 
tions; in  addition,  of  course,  an  institution 
which  does  not  meet  this  conditon  cannot 
offer  adequate  services  as  a  hospital. 

The  bill  therefore  spells  out  the  conditions 
that  an  Institution  must  meet  in  order  to 
participate  In  the  program.  These  conditions 
offer  some  assurance  that  participating  in- 
stitutions have  the  facilities  necessary  for 
the  provision  of  adequate  care.  Also,  the 
inclusion  of  these  conditions  is  a  precaution- 
ary measure  designed  to  prevent  the  program 
from  having  the  effect  of  undercutting  the 
efforts  of  the  various  professional  accredit- 
ing organizations  sponsored  by  the  medical 
and  hospital  associations,  Blue  Cross  plans, 
and  State  agencies  to  improve  the  quality 
of  care  in  hospitals  and  nursing  homes.  To 
provide  payments  to  institutions  for  services 
of  quality  lower  than  are  now  generally  ac- 
ceptable might  provide  an  incentive  to  create 
low  quality  institutions  as  well  as  an  in- 
ducement for  existing  facilities  to  strive  less 
hard  to  meet  the  requirements  of  other  pro- 
grams. 

Specific  conditions  for  participation  of 
hospitals 

An  institution,  to  meet  the  definition  of 
a  hospital,  must  (a)  be  primarily  engaged 
in  providing  diagnostic  and  therapeutic 
services  or  rehabilitation  services,  (b)  main- 
tain clinical  records,  (c)  have  bylaws  in  ef- 
fect for  its  medical  staff,  (d)  provide  24-hour 
nursing  service  rendered  or  supervised  by 
registered  professional  nurses,  (e)  have  in 
effect  a  hospital  utilization  review  plan  and 
(f)  be  licensed  or  approved  under  the  ap- 
plicable local  law.  In  addition,  the  institu- 
tion must  meet  certain  health  and  safety 
requirements  to  be  established  by  the  Secre- 
tary of  Health,  Education,  and  Welfare. 

These  specified  conditions  provide  a  basic 
definition  of  a  hospital  and.  embody  mini- 
mum requirements  of  safety,  sanitation,  and 
quality.  As  such,  they  are  fully  in  accord 
with  the  established  principles  and  objec- 
tives of  professional  hospital  organizations. 
The  requirement  that  there  be  bylaws  in  ef- 
fect for  the  hospital's  medical  staff — included 
at  the  specific  suggestion  of  representa- 
tives of  the  American  Hospital  Association — 
is  intended  to  assure  that  the  hospital's 
staff  of  physicians  would  be  organized  in 
the  professionally  acceptable  manner  char- 
acteristic of  most  hospitals.  Such  a  require- 
ment would  encourage  the  fullest  contribu- 
tion by  medical  staff  to  the  operation  of  the 
hospital  and  to  the  quality  of  medical  serv- 
ices furnished  by  the  individual  staff 
members. 

Under  the  bill,  hospitals  accredited  by  the 
Joint  Commission  on  Accreditation  of  Hos- 
pitals would  be  conclusively  presumed  to 
meet  all  the  statutory  conditions  for  par- 
ticipation, save  that  for  utilization  review. 
However,  in  the  event  the  Joint  Commission 
adopts  a  requirement  for  utilization  review 
accredited  hospitals  could  be  presumed  to 
meet  all  the  statutory  conditions.  Linking 
the  conditions  for  participation  to  the  re- 
quirements of  the  Joint  Commission  pro- 
vides assurance  that  only  professionally  es- 
tablished conditions  would  have  to  be  met 
by  providers  of  health  services  which  seek 
to  participate  in  the  program. 

Health  and  safety  standards 
Under  the  bill,  the  Secretary  of  HEW 
would  have  the  authority  to  prescribe  con- 
ditions in  addition  to  those  specifically  listed 
(only,  however,  in  the  case  of  hospitals,  to 


the  extent  that  these  conditions  have  been 
incorporated  into  the  requirements  of  the 
Joint  Commission  on  Accreditation  of  Hos- 
pitals) where  such  additional  conditions  are 
found  to  be  necessary  in  the  interest  of  the 
health  and  safety  of  beneficiaries.  This  au- 
thority is  proposed  because  it  would  be  in- 
appropriate and  unnecessary  to  include  in  a 
Federal  law  all  of  the  precautions  against 
fire  hazards,  contagion,  etc.,  which  should 
be  required  of  institutions  to  make  them 
safe.  Payment  for  services  in  institutions 
where  there  are  fire  and  health  hazards  could 
seriously  undermine  the  efforts  of  State 
health  departments  and  professional  groups 
to  eliminate  dangerous  conditions  in  health 
care  institutions. 

States  could  require  higher  standards 
The  national  minimum  conditions  for  par- 
ticipation by  providers  of  health  services 
could  vary  for  different  areas  and  classes  of 
institutions.  If  a  State  decided,  for  exam- 
ple, that  all  nursing  facilities  within  its 
jurisdiction  should  satisfy  higher  require- 
ments than  are  stipulated  for  use  generally 
in  all  States  and  requested  that  certain 
specified  higher  requirements  be  applied 
with  respect  to  institutions  within  its  juris- 
diction, the  Secretary  of  HEW  would  have 
the  authority  to  apply  these  State  rules  in 
the  Federal  program.  Thus  the  Federal  pro- 
gram could  support  the  States  in  their  efforts 
to  improve  conditions  in  institutions.  In  no 
event,  however,  could  the  conditions  for  par- 
ticipation of  hospitals  go  beyond  those  re- 
quired for  accreditation  by  the  Joint  Com- 
mission on  Accreditation  of  Hospitals. 

The  States  would  have  the  function  of  ap- 
plying the  requirements  for  participation  in 
the  Federal  program  to  the  institutions  with- 
in their  jurisdictions.  In  this  way,  too,  the 
States  would  have  the  opportunity  to  co- 
ordinate their  current  efforts  in  appraising 
the  quality  of  institutions  with  functions 
which  would  be  performed  under  the  pro- 
posal. 

The  conditions  for  participation  were 
framed  so  that  medically  supervised  rehabili- 
tation facilities  could  qualify  either  as  hos- 
pitals or  nursing  facilities.  Some  rehabili- 
tation facilities  are  for  all  intents  and 
purposes  hospitals  and  in  fact  some  are 
licensed  as  hospitals.  Others  are  more  like 
skilled  nursing  facilities  than  hospitals  in 
the  extent  of  their  medical  supervision, 
staffing,  and  scope  of  service.  An  institu- 
tion of  either  type,  which  conducts  a  pro- 
gram of  rehabilitating  disabled  people,  could 
participate  in  the  program  by  meeting  the 
conditions  specified  in  the  bill  for  a  hospital 
or  a  nursing  facility. 

Mental  and  tuberculosis  hospitals  excluded 
Under  the  bill,  institutions  providing  care 
primarily  for  mental  or  tuberculosis  patients 
are  excluded  from  participation.  The  main 
reason  for  this  exclusion  is  that  most  of 
these  hospitals  are  public  institutions  and 
are  supported  by  public  funds.  Nor  did  it 
seem  reasonable  to  cover  private  but  not 
public  institutions.  It  should  be  kept  in 
mind  that  the  care  provided  by  general  hos- 
pitals to  persons  afflicted  with  mental  dis- 
ease or  tuberculosis  would  be  included.  If 
a  patient  in  a  mental  or  tuberculosis  insti- 
tution were  to  go  to  a  general  hospital  to 
receive  care,  the  care  would  be  paid  for 
under  the  program. 

Requirement  for  review  of  utilisation  of 
services 

The  hospital  utilization  review  plan  re- 
quired for  participation  in  the  program  must 
provide  for  a  review  of  admissions,  length 
of  stays,  and  the  medical  necessity  for  serv- 
ices provided  as  well  as  the  efficient  use  of 
services  and  facilities.  Such  a  review  of  each 
admission  of  a  beneficiary  must  be  made 
within  1  week  following  the  21st  day  of  each 
period  of  continuous  hospitalization,  and 
subsequently  at  such  intervals  as  may  be 
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specified  in  regulations.  In  the  event  of  an 
unfavorable  finding  the  review  group  must 
notify  the  attending  physician  of  its  find- 
ings and  provide  an  opportunity  for  consul- 
tation between  the  committee  and  the  phy- 
sician. The  utilization  review  plan  of  a 
hospital  would  also  be  extended  to  include 
review  of  admissions  and  length  of  stays  in 
a  skilled  nursing  facility  which  is  affiliated 
or  under  common  control  with  the  hospital. 

These  provisions  with  respect  to  utilization 
review  mechanisms  follow  the  kind  of  recom- 
mendations for  utilization  review  that  have 
been  made  by  private  study  groups,  State 
medical  societies,  and  State  agencies.  The 
utilization  review  requirement  In  the  bill 
provides  that  not  only  would  hospital  staff 
reviews  meet  the  requirement  but  other 
physician  review  arrangements  outside  the 
hospital  would  be  acceptable  for  purposes 
of  the  program  as  well.  Furthermore,  if  and 
when  the  Joint  Commission  includes  a  utili- 
zation review  requirement  for  accreditation, 
accreditation  by  the  Joint  Commission  could 
be  accepted  by  the  Secretary  as  sufficient  evi- 
dence that  the  provider  meets  the  require- 
ments of  the  law. 

Conditions  for  participation  of  nursing 
facilities 

To  meet  the  definition  of  a  "skilled  nurs- 
ing facility"  an  institution  (or  a  distinct 
part  of  an  institution)  must,  in  addition  to 
being  affiliated  or  under  common  control 
with  a  participating  hospital,  (a)  primarily 
provide  skilled  nursing  care  for  patients  re- 
quiring planned  medical  or  nursing  care,  or 
rehabilitation  services;  (b)  have  medical 
policies  established  by  a  professional  group 
(Including  one  or  more  physicians  and  one 
or  more  registered  professional  nurses)  with 
a  requirement  that  each  patient  be  under  a 
physician's  care;  (c)  be  under  a  physician's 
or  registered  nurse's  supervision;  (d)  main- 
tain clinical  records;  (e)  provide  24-hour 
nursing  services  rendered  or  supervised  by  a 
registered  professional  nurse;  (f )  operate  un- 
der the  utilization  review  plan  of  the  hos- 
pital with  which  it  is  affiliated;  and  (g)  be 
licensed  or  otherwise  be  approved  as  re- 
quired under  applicable  local  law.  Nursing 
facilities  must  also  meet  such  conditions 
essential  to  health  and  safety  as  may  be 
found  necessary.  Some  institutions  operat- 
ing as  nursing  facilities  are  not  engaged 
primarily  in  the  furnishing  of  skilled  nurs- 
ing care  for  patients  who  require  planned 
medical  or  nursing  care  but  rather  furnish 
primarily  personal  care.  However,  if  a  nurs- 
ing or  infirmary  section  were  a  distinct  part 
of  such  a  facility  and  were  primarily  engaged 
in  providing  skilled  nursing  care,  and  met 
the  other  conditions  for  participation,  this 
section  of  the  facility  would  be  treated  as  a 
skilled  nursing  facility.  Many  hospitals,  too, 
have  long-term  care  wings  which  could  par- 
ticipate as  nursing  facilities. 

As  in  the  case  of  hospitals,  these  condi- 
tions describe  the  essential  elements  neces- 
sary for  an  institutional  settln-r  in  which 
adequate  skilled  nursing  services  are  pro- 
vided. Generally,  institutions  which  provide 
skilled  nursing  services  to  patients  who  re- 
quire continuing  planned  nursing  care  would 
be  able  to  meet  these  conditions.  While 
many  existing  nursing  facilities  could  not 
meet  these  conditions  because  they  generally 
provide,  exclusively  or  primarily,  domiciliary 
or  custodial  care  and  not  skilled  nursing  care 
the  proposal  would  encourage  such  facilities 
to  take  the  necessary  steps  to  qualify. 
Hospital  affiliation  requirement 

The  requirement  of  hospital  affiliation — 
intended  to  provide  assurance  that  payment 
would  be  made  only  to  skilled  nursing  fa- 
cilities having  adequate  medical  supervi- 
sion— will  serve  to  encourage  facilities  to 
enter  into  arrangements  which  many  experts 
in  health  care  believe  will  have  (and  where 
attempted  have  had)  success  in  improving 
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the  quality  of  their  services.  A  facility 
would  be  deemed  to  be  affiliated  with  a  hos- 
pital if,  by  reason  of  a  written  agreement,  (a) 
the  facility  operates  under  standards,  with 
respect  to  its  skilled  nursing  services,  clinical 
records,  and  use  of  drugs,  which  are  Jointly 
established  by  the  hospital  and  the  facility; 
(b)  arrangements  exist  for  timely  transfer  of 
patients;  and  (c)  the  hospital's  utilization 
review  plan  applies  in  all  respects  to  the  serv- 
ices furnished  by  the  facility. 

Conditions  for  participation  of  home  health 
agencies 

To  meet  the  definition  of  a  home  health 
agency  an  organization  must  (a)  be  a  public 
agency  or  a  nonprofit  organization  exempt 
from  Federal  taxation  under  section  501  of 
the  Internal  Revenue  Code  of  1954;  (b)  be 
primarily  engaged  in  providing  skilled  nurs- 
ing or  other  therapeutic  services;  (c)  have 
medical  policies  established  by  a  professional 
group  (including  one  or  more  physicians  and 
one  or  more  registered  professional  nurses); 
(d)  maintain  clinical  records;  and  (e)  be 
licensed  or  approved  under  applicable  local 
law.  As  in  the  case  of  hospitals  and  nursing 
homes,  home  health  agencies  would  also  have 
to  meet  further  conditions  to  the  extent  they 
are  found  necessary  in  the  interest  of  the 
health  and  safety  of  the  patients. 

Home  health  services  covered 
The  conditions  for  participation  of  home 
health  agencies  are  designed  primarily  to  pro- 
vide assurance  that  agencies  participating  in 
the  program  are  basically  suppliers  of  health 
services.  The  bill  would  cover  visiting  nurse 
organizations  as  well  as  agencies  specifically 
established  to  provide  a  wide  range  of  orga- 
nized home  health  services.  The  provision  of 
services  under  such  agencies  Is  now  only 
in  the  initial  stage  of  development.  The 
services  covered  are  based  on  the  practices 
of  the  agencies  now  in  existence  which  fur- 
nish a  broad  range  of  organized  home  health 
services  which  may  be  used  as  a  substitute 
for  continued  hospital  care.  These  agen- 
cies, while  few  and  generally  of  recent  origin, 
have  established  excellent  records  of  opera- 
tion so  that  it  seems  reasonable  to  expect 
new  providers  of  services  to  adopt  the  pat- 
tern of  organization  found  successful  thus 
far.  These  home  health  service  agencies  of- 
fer primarily  visiting  nurse  services  but 
many  offer  other  therapeutic  services. 

PAYMENT  TO  PROVIDERS 

Under  the  bill,  the  provisions  for  paying 
for  covered  services  follow  the  recommenda- 
tions of  the  American  Hospital  Association — 
that  is,  payments  to  providers  of  service 
would  be  made  on  the  basis  of  the  reason- 
able cost  of  services  furnished.  The  Secre- 
tary would  be  authorized  to  develop  a  method 
or  methods  of  determining  costs  and  to  pro- 
vide for  payment  on  a  per  diem,  per  unit, 
per  capita,  or  other  basis,  as  most  appropri- 
ate under  the  circumstances.  The  principles 
for  reimbursing  hospitals  developed  by  the 
American  Hospital  Association  provide  a  basis 
for  determining  how  costs  should  be  com- 
puted. However,  since  the  elements  of  cost 
are,  to  some  extent,  different  for  different 
types  of  providers  of  health  services — for  ex- 
ample, hospitals  as  contrasted  to  skilled  nurs- 
ing facilities — a  number  of  alternative 
methods  of  computing  costs  are  permitted 
so  that  variations  in  practices  may  be  taken 
into  account.  In  computing  reimbursement 
on  a  reasonable  cost  basis,  the  program 
would  be  following  practices  with  respect  to 
reasonable  cost  reimbursement  already  well 
established  and  accepted  by  hospitals  in 
their  dealings  with  other  Federal  and  State 
programs  and  with  Blue  Cross. 

EXCLUSION  OF  FEDERAL  HOSPITALS 

No  payment  would  be  made  to  a  Federal 
hospital,  except  for  emergency  services,  un- 
less it  is  providing  services  to  the  public 
generally  as  a  community  hospital — a  rare 
situation,  but  the  exclusion  of  such  insti- 


tutions would  be  a  hardship  to  beneficiaries 
in  the  localities  involved.  Also,  payment 
would  not  be  made  to  any  provider  for  serv- 
ices it  is  obligated  to  render  at  public  ex- 
pense under  Federal  law  or  contract.  The 
purpose  of  this  exclusion  Is  to  assure  that 
Federal  hospitals  would  not  be  used  to  fur- 
nish care  under  the  program  as  well  as  to 
avoid  payment  for  services  which  are  fur- 
nished under  other  Government  programs, 
to  veterans,  military  personnel,  etc.  Further- 
more, this  exclusion  would  have  the  effect 
of  reducing  future  need  for  Federal  hospitals 
for  veterans  and  retired  members  of  the 
Armed  Forces  and  place  more  emphasis  on 
the  use  of  voluntary  hospitals  for  their  care. 

EMERGENCY  SERVICES 

Payment  could  be  made  to  nonparticipat- 
ing  hospitals  for  emergency  inpatient  hos- 
pital services — or  emergency  outpatient  diag- 
nostic service — if  the  hospital  agrees  not  to 
make  any  charges  to  the  beneficiary  with 
respect  to  the  emergency  services  for  which 
payment  is  provided.  The  proposal  does  not 
cover  use  of  the  emergency  ward  for  out- 
patient purposes  except  where  the  diagnostic 
service  provision,  subject  to  the  $20  deducti- 
ble, applies. 

AGREEMENTS  BY  PROVIDERS 

Any  eligible  provider  may  participate  in 
the  proposed  program  if  it  files  an  agree- 
ment not  to  charge  any  beneficiary  for  cov- 
ered services  and  to  make  adequate  provi- 
sion for  refund  of  erroneous  charges.  Of 
course,  a  provider  could  bill  a  beneficiary  for 
the  amount  of  the  deductible,  and  for  the 
portion  of  the  charge  for  expensive  accom- 
modations or  services  supplied  at  the  pa- 
tient's request  and  not  paid  for  under  the 
proposal. 

An  agreement  may  be  terminated  by  either 
the  provider  of  service  or  the  Secretary  of 
HEW.  The  Secretary  may  terminate  an 
agreement  only  if  the  provider  (a)  does  not 
comply  with  the  provisions  of  law  or  the 
agreement,  (b)  is  no  longer  eligible  to  par- 
ticipate, or  (c)  fails  to  provide  data  to  de- 
termine benefit  eligibility  or  costs  of  serv- 
ices, or  refuses  access  to  financial  records 
for  verification  of  bills. 

ADMINISTRATION 

As  in  the  case  of  other  benefits  under  the 
social  security  system,  overall  responsibility 
for  administration  of  the  hospital  and  related 
benefits  would  rest  with  the  Secretary  of 
Health,  Education,  and  Welfare.  Similar 
responsibility  for  railroad  retirement  an- 
nuitants rests  with  the  Railroad  Retirement 
Board.  Agreements  by  hospitals  and  other 
providers  with  the  Secretary  would  be  made 
on  behalf  of  both  the  Secretary  and  the 
Board. 

The  bill  provides  for  the  establishment  of 
an  Advisory  Council  to  advise  the  Secretary 
on  administrative  policy  matters.  The  Ad- 
visory Council,  appointed  by  the  Secretary, 
would  consist  of  a  chairman  and  13  members 
who  are  not  otherwise  employees  of  the  Fed- 
eral Government.  To  assure  representation 
of  the  health  professions,  four  or  more  mem- 
bers of  the  Advisory  Council  would  be  per- 
sons outstanding  in  hospital  or  other  health 
activities. 

The  Secretary  would  also  be  required  to 
consult  with  appropriate  State  agencies,  Na- 
tional, and  State  associations  of  providers 
of  services,  and  recognized  national  accredit- 
ing bodies.  These  efforts  would  be  especially 
oriented  to  the  development  of  policies,  op- 
erational procedures,  and  administrative  ar- 
rangements of  mutual  satisfaction  to  all 
parties  interested  in  the  program.  This  con- 
sultation at  the  local  and  national  level 
would  also  provide  additional  assurance  that 
varying  conditions  of  local  and  national 
significance  are  taken  into  account. 

ROLE  OF  THE  STATES 

Under  the  bill  the  Secretary  is  authorized 
to  use  State  agencies  to  perform  certain  ad- 


ministrative functions.  It  is  expected  that 
the  Secretary  would  exercise  this  authority 
fully,  and  it  is  believed  that  all  States  would 
be  willing  and  able  to  assume  these  re- 
sponsibilities. State  agencies  would  be  used 
in:  (a)  determining  whether  and  certifying 
to  the  Secretary  that  a  provider  meets  condi- 
tions for  participation  in  the  program;  and 
(b)  rendering  consultative  services  to  pro- 
viders to  assist  them  in  meeting  the  condi- 
tions for  participation,  in  establishing  and 
maintaining  necessary  fiscal  records  and  in 
providing  information  necessary  to  derive 
operating  costs  so  as  to  determine  amounts 
to  be  paid  for  the  provider's  services. 

State  agencies  would  be  reimbursed  for 
the  costs  of  activities  they  perform  in  the 
program.  As  in  the  cooperative  arrange- 
ments with  State  agencies  in  the  social  se- 
curity disability  program,  reimbursement  to 
State  agencies  for  hospital  insurance  bene- 
fits activities  would  meet  the  agency's  re- 
lated costs  of  administrative  overhead  as 
well  as  of  staff.  In  recognition  of  the  need 
for  coordination  of  the  various  programs  in 
the  States  that  have  to  do  with  payment  for 
health  care,  quality  of  care,  and  the  distri- 
bution of  health  services  and  facilities,  the 
Federal  Government  would  pay  a  fair  share 
of  the  State  agency's  costs  attributable  to 
planning  and  other  efforts  directed  toward 
the  coordination  of  the  agency's  activities 
under  the  proposed  program. 

What  is  contemplated  In  administration 
of  the  insurance  program  is  a  Federal-State 
relationship  under  which  each  governmental 
entity  performs  those  functions  for  which  it 
is  best  equipped  and  most  appropriately 
suited.  State  governments  license  health 
facilities  and  State  public  health  authori- 
ties generally  Inspect  these  facilities  to  de- 
termine whether  they  are  conforming  with 
the  requirements  of  the  State  licensure  law. 
In  addition,  State  programs  purchase  care 
from  providers  of  health  services.  On  the 
basis  of  experience  and  function,  State  agen- 
cies would  assist  the  Federal  Government  in 
determining  which  providers  of  health  serv- 
ices conform  to  prescribed  conditions  for 
participation.  Furthermore,  where  an  insti- 
tution or  organization  that  has  not  yet 
qualified  needs  consultative  services  in  or- 
der to  determine  what  steps  may  be  appro- 
priately taken  to  permit  qualification,  such 
consultative  services  would  be  furnished  by 
the  State  health  or  other  appropriate  State 
agency.  Other  types  of  consultative  serv- 
ices closely  related  to  conditions  of  the  hos- 
pital benefits  program  or  similarly  related 
to  State  programs  and  requirements  should 
logically  be  provided  for  or  coordinated  in  the 
State  agency.  There  may,  of  course,  be  sit- 
uations where  a  State  is  unwilling  or  un- 
able to  perform  some  or  all  of  these  certifica- 
tions and  consultative  services.  In  any  such 
situation,  the  Secretary  will  have  to  make 
other  provisions  to  carry  on  these  activi- 
ties. 

ROLE  OF  PRIVATE  ORGANIZATIONS 

The  bill  would  provide  the  opportunity 
for  considerable  participation  by  private 
organizations  in  the  administration  of  the 
program.  Groups  of  providers,  or  associa- 
tions of  providers  on  behalf  of  their  mem- 
bers, would  be  permitted  to  designate  a  pri- 
vate organization  to  act  as  an  intermediary 
between  themselves  and  the  Federal  Govern- 
ment. The  designated  organization  would 
determine  the  amounts  of  payments  due 
upon  presentation  of  provider  bills  and  make 
such  payments.  In  addition,  such  organiza- 
tions could  be  authorized,  to  the  extent  the 
Secretary  considers  it  advantageous,  to  per- 
form other  related  functions  such  as  audit- 
ing provider  records  and  assisting  in  the  ap- 
plication of  utilization  safeguards.  Such 
activities  are  likely  to  prove  advantageous 
where  private  organizations  have  developed 
experience  and  skill  in  these  activities.  The 
Government  would  provide  advances  of  funds 
to  such  organizations  for  purposes  of  benefit 


1963  CONGRESSIONAL  RECORD  —  HOUSE 


payments  and  as  a  working  fund  for  admin- 
istrative expenses,  subject  to  account  and 
settlement  on  a  cost-Incurred  basis. 

The  principle  advantage  hospitals  and 
other  providers  of  services  would  find  in  an 
arrangement  of  this  sort  would  be  that  the 
policies  and  procedures  of  the  Federal  pro- 
gram would  be  applied  by  the  same  private 
organizations  which  administer  the  existing 
health  insurance  programs  from  which  pro- 
viders now  receive  payments.  The  participa- 
tion of  Blue  Cross  plans  and  similar  third- 
party  organizations  would  have  advantages 
that  go  beyond  the  benefits  derived  from 
their  experience  in  dealing  with  various 
types  of  providers  of  services.  Such  private 
organizations,  serving  as  intermediaries 
between  the  Government  and  the  providers, 
would  reduce  the  concern  expressed  by  some 
people  that  the  Federal  Government  might 
try  to  interfere  in  hospital  affairs. 

OPTION  TO  INDIVIDUAL  TO  OBTAIN  PRIVATE 
INSURANCE 

A  guiding  principle  in  the  formulation  of 
the  program  is  the  desirability  of  encourag- 
ing private  insurance  to  play  the  same  com- 
plementary role  to  hospital  insurance  for  the 
aged  under  social  security  that  it  has  played 
under  the  retirement,  death,  and  disability 
benefit  provisions  of  the  social  security  pro- 
gram. It  was  in  part  because  of  this  princi- 
ple that  the  decision  was  made  to  provide  a 
program  oriented  toward  meeting  only  the 
major  costs  of  hospitalization.  It  was 
assumed  that  with  social  security  providing 
basic  protection  of  this  form  beneficiaries 
would  obtain  additional  private  supple- 
mentary protection  and  private  carriers 
would  seek  to  provide  such  protection. 
While  the  hospital  insurance  protection  that 
would  be  provided  by  social  security  would 
be  significant  and  substantial,  it  would  not 
cover  all  of  the  health  costs  that  are  capable 
of  being  insured  against. 

Under  the  bill,  therefore,  the  Secretary 
would  be  required  to  consult  with  and  fur- 
nish assistance  to  providers  of  services,  pri- 
vate insurance  carriers,  State  agencies  and 
other  appropriate  private  and  public  orga- 
nizations in  order  to  encourage  and  help 
them  to  develop  and  make  generally  avail- 
able to  the  aged  supplementary  private  in- 
surance protection. 

FINANCING 

To  pay  for  the  proposed  hospital  insur- 
ance benefits  for  persons  under  the  social 
security  system,  the  social  security  contribu- 
tion rate  would  be  increased  by  one-fourth 
of  1  percent  each  for  employees  and  em- 
ployers and  four-tenths  of  1  percent  for  the 
self-employed;  the  amount  of  earnings  sub- 
ject to  contributions  would  be  increased 
from  $4,800  to  $5,200  a  year.  The  additional 
income  to  the  program  would  be  allocated 
for  hospital  insurance,  except  for  that  part  of 
the  income  from  the  increased  earnings  base 
which  would  be  allocated  to  pay  for  higher 
old-age,  survivors,  and  disability  insurance 
monthly  benefits  for  persons  earning  over 
$4,800  a  year.  The  amount  of  a  social  secu- 
rity benefit  Is  based  on  the  worker's  average 
earnings  covered  under  the  program.  With 
an  Increase  in  the  covered  earnings  to  $5,200, 
a  worker's  maximum  monthly  cash  benefit 
would  ultimately  rise  to  $134  instead  of  $127 
and  the  maximum  family  benefit  to  $268  in- 
stead of  $254  as  under  present  law. 

The  following  examples '  illustrate  the  ef- 
fect of  the  proposed  changes  in  the  contri- 
butions: A  worker  earning  $2,400  a  year 
would  pay  an  additional  $6  a  year  and  a 
worker  earning  $4,800  an  additional  $12  a 
year.  A  worker  earning  $5,200  or  more 
would  pay  an  additional  $27.50  a  year,  of 
which  $17.68  would  go  for  hospital  insur- 
ance. 

A  corresponding  increase  would  be  made 
In  the  contribution  rates  under  the  Railroad 
Retirement  Act  to  pay  for  the  hospital  in- 


surance benefits  for  persons  covered  under 
that  act.  The  cost  of  the  benefits  for  per- 
sons not  Insured  under  the  social  security 
or  railroad  retirement  systems  would  be  borne 
by  general  revenue  of  the  Treasury. 

Separate  trust  fund 
Under  the  proposal  there  would  be  a  sep- 
arate trust  fund  for  the  hospital  insurance 
program,  in  addition  to  the  present  old-age 
and  survivors  insurance  trust  fund  and  the 
disability  insurance  trust  fund.  Under  the 
proposed  law,  hospital  insurance  benefits 
could  be  paid  only  from  the  hospital  insur- 
ance trust  fund,  just  as  under  present  law 
disability  insurance  benefits  can  be  paid 
only  from  the  disability  insurance  trust 
fund. 

The  income  to  the  hospital  insurance  trust 
fund  is  estimated  actuarially  to  meet  the 
costs  into  the  indefinite  future.  Estimated 
contribution  income  to  the  new  trust  fund 
for  1965  would  total  $1.4  billion  and  esti- 
mated expenses  $1  billion.  Payments  made 
on  behalf  of  persons  who  are  not  eligible 
for  social  security  or  railroad  retirement  ben- 
efits would  not  be  made  from  the  trust  fund 
but  directly  from  general  revenue  of  the 
Treasury. 

EFFECTIVE  DATES 

The  increases  in  social  security  contribu- 
tion rates  and  in  the  amount  of  annual 
earnings  subject  to  contributions  would  take 
effect  on  January  1,  1965.  Benefits  would 
be  payable  for  covered  hospital  and  related 
health  services  furnished  after  that  date, 
except  for  skilled  nursing  facility  services, 
for  which  the  effective  date  would  be  July  1, 
1965. 

CONCLUSION 

Very  properly  there  has  been  considerable 
interest  in  the  effect  that  a  social  security 
hospital  insurance  program  would  have  on 
the  quality  of  medical  care.  A  number  of 
our  Nation's  leading  physicians  and  educa- 
tors believe  that,  to  the  extent  that  it  would 
have  any  effect  on  medical  care,  the  pro- 
posed program  would  lead  to  medical  care  of 
higher  quality. 

In  a  statement  issued  by  the  Physicians 
Committee  for  Health  Care  for  the  Aged 
Through  Social  Security,  these  doctors  made 
the  following  points: 

"First,  a  health  insurance  program  for  the 
aged  financed  and  administered  through  so- 
cial security  would  greatly  assist  the  aged  to 
get  better  health  care.  The  fear  that  a  large 
hospital  expense  may  be  in  the  offing  un- 
doubtedly deters  many  older  people  from 
seeking  needed  care.  Also,  the  patient's 
finances  would  be  less  a  consideration  in  the 
physician's  decision  to  advise  hospitalization, 
posthospital  convalescence  in  a  skilled 
nursing  facility,  home  health  services,  or 
an  expensive  diagnostic  series.  By  remov- 
ing some  of  the  economic  deterrents  to  ob- 
taining appropriate  care,  the  measure  would 
promote  earlier  utilization  of  health  services. 

"Second,  the  measure  would  be  an  incen- 
tive to  improvement  in  the  quality  of  care 
provided  by  nursing  homes.  About  40  per- 
cent of  nursing  home  beds  have  been  clas- 
sified by  States  as  unacceptable  on  the  basis 
of  fire  and  health  hazards.  Many  other 
nursing  homes  provide  Inadequate  nursing 
care.  With  participation  in  the  proposed 
health  insurance  program  open  only  to 
skilled  nursing  facilities  with  a  hospital  affil- 
iation, those  participating  would  serve  as 
much-needed  models  for  the  improvement 
of  other  nursing  homes. 

"Third,  the  principle  of  free  choice  of  in- 
stitution would  be  made  more  meaningful, 
and  continuous  supervision  of  patient  care 
by  private  physicians  would  be  facilitated. 
The  county  hospital  for  indigents,  with 
choice  limited  to  county  physicians,  would 
no  longer  be  the  fate  of  many  elderly  people. 

"Finally,  by  paying  for  the  full,  reasonable 
cost  of  the  covered  hospital  services  the 
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elderly  receive,  the  proposed  program  would 
put  hospitals  on  a  much  more  solid  financial 
footing  and  make  Improvements  possible 
that  the  hospitals  now  cannot  afford." 


88th  CONGRESS 
1st  Session 


S.  880 


IN  THE  SENATE  OF  THE  UNITED  STATES 

February  21, 1963 

Mr.  Anderson  (for  himself,  Mr.  Humphrey,  Mr.  Bartlett,  Mr.  Bayh,  Mr. 
Brewster,  Mr.  Burdick,  Mr.  Byrd  of  West  Virginia,  Mr.  Church,  Mr. 
Clark,  Mr.  Douglas,  Mr.  Engle,  Mr.  Hartke,  Mr.  Inouye,  Mr.  Jackson, 
Mr.  Kefauver,  Mr.  Kennedy,  Mr.  Long  of  Missouri,  Mr.  Mansfield,  Mr. 
McCarthy,  Mr.  McGee,  Mr.  McGovern,  Mr.  McIntyre,  Mr.  Metcalf,  Mr. 
Moss,  Mr.  Muskie,  Mr.  Nelson,  Mrs.  Neuberger,  Mr.  Pastore,  Mr.  Pell, 
Mr.  Randolph,  Mr.  Ribicoif,  Mr.  Williams  of  New  Jersey,  Mr.  Yar- 
borough,  Mr.  Young  of  Ohio,  Mr.  Hart,  and  Mr.  Morse*)  introduced  the 
following  bill ;  which  was  read  twice  and  referred  to  the  Committee  on 
Finance 


A  BILL 

To  provide  under  the  social  security  program  for  payment 
for  hospital  and  related  services  to  aged  beneficiaries. 

1  Be  it  enacted  by  the  Seriate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  "Hospital  Insurance  Act 

4  of  1963". 


NOTE:  Companion  bjll  to  H.R.  3920 
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HOSPITAL  INSURANCE  ACT  OF  1963 

Mr.  ANDERSON.  Mr.  President,  I 
introduce,  for  appropriate  reference,  a 
bill  to  provide  under  the  social  security 
program  for  payment  for  hospital  and 
related  services  to  aged  beneficiaries,  en- 
titled "The  Hospital  Insurance  Act  of 
1963." 

I  ask  unanimous  consent  that  the  bill 
be  permitted  to  lie  on  the  desk  for  3  days 
so  that  Senators  who  wish,  may  join  as 
cosponsors. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

Mr.  ANDERSON.  Mr.  President,  I 
may  say  that  in  its  present  offering  the 
following  Members  are  cosponsors:  Sen- 
ators Humphrey,  Bartlett,  Burdick, 
Clark,  Church,  Douglas,  Engle,  Inouye, 
Jackson,  Long  of  Missouri,  Mansfield, 
McCarthy,  McGee,  McGovern,  McIn- 
tyre,  Metcalf,  Moss,  Muskie,  Neuberger, 
Pastore,  Pell,  Randolph,  Ribicoff,  Wil- 
liams of  New  Jersey,  Yarborough,  and 
Young  of  Ohio. 

The  PRESIDING  OFFICER.  The  bill 
will  be  received  and  appropriately  re- 
ferred. 

The  bill  (S.  880)  to  provide  under  the 
social  security  program  for  payment  for 
hospital  and  related  services  to  aged 
beneficiaries,  introduced  by  Mr.  Ander- 
son (for  himself  and  other  Senators), 
was  received,  read  twice  by  its  title,  and 
referred  to  the  Committee  on  Finance. 

Mr.  ANDERSON.  Mr.  President,  the 
bill  I  have  just  introduced  will  be  famil- 
iar to  many  Senators.  It  embodies  the 
proposal  made  by  the  President  in  his 
message  on  the  aging  and  is,  with  one 
major  difference,  the  same  as  the  amend- 
ment that  I  presented  to  the  Senate  last 
July  and  that  received  such  strong  sup- 
port in  this  body.  Like  the  earlier  pro- 
posal, S.  880  would  use  the  time-tested 
social  security  mechanism  to  provide 
protection  for  our  senior  citizens  against 
the  costs  of  hospital  and  related  services. 
It  contains  provisions  designed  to  en- 
courage the  use  of  the  most  economical 
and  most  readily  available  type  of  serv- 
ices that  will  satisfactorily  meet  the  need. 
S.  880  again  provides  absolute  assurances 
that  the  individual's  free  choice  of  hos- 
pital and  physician  will  be  preserved  and 
that  the  Federal  Government  will  not  be 
supervising  health  care  ana  health  fa- 
cilities nor  interfering  with  the  way  that 
services  are  provided. 


1963 


CONGRESSIONAL  RECORD  —  SENATE 


2771 


Mr.  President,  the  Special  Committee 
on  Aging,  under  the  fine  direction  of  the 
senior  Senator  from  Michigan  [Mr.  Mc- 
Namara],  recently  completed  an  excel- 
lent summary  of  developments  in  prob- 
lems of  the  aging  over  the  last  4  years. 
That  study  contained  the  following  con- 
cise statement  of  why  the  bill  we  are 
introducing  today  places  the  emphasis 
on  hospital  care : 

In  particular,  expenditures  for  hospital 
care  have  the  greatest  impact  upon  the  fi- 
nances of  the  elderly.  While  the  time  of 
hospitalization  is  unpredictable,  the  need 
for  such  care  is  inevitable.  One  in  six  of 
the  65-and-over  population  is  hospitalized 
one  or  more  times  annually.  Nine  of  every 
ten  people  aged  65  and  over  can  expect  to 
be  hospitalized  one  or  more  times  prior  to 
death.  The  costs  of  hospital  care  are  there- 
fore of  obvious  and  paramount  concern. 


Hospital  bills,  the  most  expensive  cost  fac- 
tor, are  accumulated  in  the  shortest  period 
of  time,  are  the  least  budgetable,  and  are 
the  most  disastrous  to  the  financial  well- 
being  of  older  Americans. 

The  proposed  legislation  would  pro- 
vide basic  hospital  insurance  protection 
to  some  17  V2  million  Americans  aged  65 
and  over.  The  contributory  hospital  in- 
surance program  would  be  financed 
through  a  modest  increase  in  social  se- 
curity taxes.  I  ask  unanimous  consent 
for  the  inclusion  of  a  table  at  this  point 
in  the  Record  entitled  "Social  Security 
Contribution  Rate  and  Amount  of  Con- 
tributions for  an  Employee  Under  Pres- 
ent Law  and  Under  the  Proposal." 

There  being  no  objection,  the  table 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 


Social  security  contribution  rate  and  amount  of  contributions  for  an  employee  under  present 

law  and  under  the  proposal 


Contribu- 
tion rate 
(percent) 

Yearly  earnings 

$2,400 

$4,800 

$5,200 

Total 

OASDI 

Health 
insurance 

1965: 

Under  the  proposal  

Under  present  law    

3% 
3=6 

$93 
87 

$186 
174 

$201.50 
174.00 

$183.  82 
174.00 

$17.68 

1966-67: 

Under  the  proposal  _   

Under  present  law  

H 

6 

12 

27.50 

9.82 

17.68 

m 

4^ 

105 
99 

210 
198 

227.50 
198.00 

209.82 
198.00 

17.68 

Increase   .' 

1968  and  thereafter: 

Under  the  proposal    

Under  present  law  

H 

6 

12 

29.50 

11.82 

17.68 

m 
m 

117 
111 

234 
222 

253.50 
222.00 

235. 82 
222.00 

17.68 

Increase.  

H 

6 

12 

31.50 

13.82 

17.68 

Mr.  ANDERSON.  Mr.  President,  my 
bill  would,  like  the  measure  considered 
by  this  body  last  year,  provide  the  same 
protection  for  those  aged  people  who  are 
not  eligible  under  the  social  security  or 
railroad  retirement  systems  and  would 
finance  such  benefits  directly  from  Fed- 
eral general  revenues.  I  ask  unanimous 
consent  for  the  inclusion  at  this  point  in 
the  Record  of  a  table  entitled  "Estimated 
Income  and  Outgo  Under  the  Proposal." 

There  being  no  objection,  the  table 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

Estimated  income  and  expenditures  under 
the  proposal 1 
[In  millions] 

SOCIAL  SECURITY 


Benefits  and 

Tax  income 

administrative 

Calendar 

expenditures 

year 

OASDI 

Hospital 

OASDI 

Hospital 

insurance 

insurance 

1966  

$300 

$1,430 

$5 

$1,040 

1966  j 

610 

1,710 

15 

1,530 

Benefits  and 
administrative 
expenditures 1 

1965_   $220 

1966      290 


i  Exeludee  cantributians  and  expenditures  under  the 
railroad  retirement  system. 

1  Includes  $100  million  in  1966  and  $190  million  in  1966 
that  would  be  offset  by  reduced  expenditures  under  the 
old-age  assistance  and  medical  assistance  for  the  aged 
programs. 


Mr.  ANDERSON.  Mr.  President,  the 
bill  I  am  offering  would  not  include  the 
private  insurance  option  that  I  accepted 
last  year  as  part  of  my  amendment  to 
the  welfare  bill.  Under  that  option  a 
beneficiary  could  have  elected  coverage 
under  a  private  plan  instead  of  coverage 
under  the  Government  plan.  I  thought 
of  the  option  as  an  additional  means  for 
helping  insurance  companies  supplement 
the  basic  payments  provided  in  the  plan 
and  as  a  way  to  satisfy  people  who 
object  to  the  Government  handling  hos- 
pital insurance  bills.  However,  the  in- 
surance companies  who  previously  op- 
posed the  plan  have  not  found  it  better 
because  of  the  option  nor  has  it  at- 
tracted support  among  social  security 
contributors.  Because  the  private  in- 
surance option  increases  administrative 
difficulties  and  costs,  and  because  it  has 
not  had  the  support  it  was  argued  it 
would  have,  I  have  omitted  it  from  the 
bill. 

However,  one  feature  of  the  option 
that  I  and  many  other  people  found  at- 
tractive was  the  choice  it  gave  to  bene- 
ficiaries of  the  type  of  hospital  benefit 
they  could  have.  My  bill  increases  the 
choices  of  hospitalization  plans  that  they 
could  have.  Under  my  bill,  a  beneficiary 
could  elect  any  one  of  three  options :  54 
days  of  hospital  coverage  with  no  deduc- 
tible, 90  days  with  a  modest  deductible, 
or  180  days  with  but  a  slightly  greater  de- 
ductible.  Thus,  my  proposal,  while  not 


paying  the  benefits  through  a  private  or- 
ganization, would  provide  each  benefi- 
ciary with  a  greater  choice  of  plans 
tailored  to  meet  his  needs  than  was 
available  in  the  plan  voted  upon  last 
summer. 

I  ask  unanimous  consent  that  a  brief 
summary  and  also  detailed  description 
of  the  bill  that  I  have  prepared  be  print- 
ed at  the  conclusion  of  my  remarks. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

(See  exhibits  1  and  2.) 

Mr.  ANDERSON.  Mr.  President,  the 
urgent  need  for  Congress  to  take  action 
on  this  proposal  is  clear  cut.  In  his 
special  message  on  aging  the  President 
pointed  out  the  desperate  plight  of  our 
aged  people  : 

In  the  last  three  decades,  this  Nation  has 
made  considerable  progress  in  assuring  our 
older  citizens  the  security  and  dignity  a 
lifetime  of  labor  deserves.  But  "the  last  of 
life,  for  which  the  first  was  made"  is  still 
not  a  golden  age  for  all  our  citizens.  Too 
often,  these  years  are  filled  with  anxiety, 
illness,  and  even  want.  The  basic  statistics 
on  income,  housing,  and  health  are  both  re- 
vealing and  disturbing: 

The  average  annual  income  received  by 
aged  couples  is  half  that  of  younger  two- 
person  families.  Almost  half  of  those  over 
65  living  alone  receive  $1,000  or  less  a  year, 
and  three-fourths  receive  less  than  $3,000  a 
year.  About  half  the  spending  units  headed 
by  persons  over  65  have  liquid  assets  of  less 
than  $1,000.  Two-fifths  have  a  total  net 
worth,  including  their  home,  of  less  than 
$5,000.  The  main  source  of  income  for  the 
great  majority  of  those  above  65  is  one  or 
more  public  benefit  programs.  Seven  out  of 
ten — 12.5  million  persons — now  receive  so- 
cial security  insurance  payments,  averaging 
about  $76  a  month  for  a  retired  worker,  $66 
for  a  widow,  and  $129  for  an  aged  worker  and 
wife.  One  out  of  eight — 2%  million  people — 
are  on  public  assistance,  averaging  about  $60 
per  month  per  person,  supplemenated  by 
medical  care  payments  averaging  about  $15  a 
month. 

Mr.  President,  the  threat  of  crushing 
health  costs  in  old  age  is  a  problem  for 
which  a  solution  is  long  overdue.  We 
cannot  rest  our  hopes  for  solution  on  ex- 
isting laws,  which  fall  far  short  of  being 
even  halfway  answers;  nor  can  we  ex- 
pect that  private  insurance  plans,  de- 
spite some  commendable  efforts,  will  ade- 
quately provide  for  even  the  majority  of 
the  elderly.  This  is  because  the  aged 
generally  have  substantially  less  income 
to  buy  insurance  protection  and  consid- 
erably greater  need  for  hospital  services 
than  younger  people.  The  highly  re- 
garded Survey  Research  Center  of  the 
University  of  Michigan,  for  example,  re- 
cently completed  a  special  study  of  con- 
sumer finances  which  highlights  this 
situation  of  the  aged  with  great  clarity. 
I  ask  that  a  summary  of  the  report  be 
printed  at  this  point  in  my  remarks. 

There  being  no  objection,  the  summary 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

New  and  detailed  data  on  the  economic 
condition  of  the  aged  have  been  collected  in 
the  1962  Survey  of  Consumer  Finances,  con- 
ducted by  the  Survey  Research  Center  (SRC) 
of  the  University  of  Michigan. 

In  view  of  current  interest  in  the  subject, 
the  center  has  reported  some  comparisons 
between  the  financial  situation  of  younger 
groups  and  that  of  spending  units  whose 
heads  are  65  years  of  age  or  older  in  advance 
of  the  publication  of  the  1962  survey. 
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Among  the  older  units  (65  and  over),  71 
percent  had  a  disposable  Income  of  less  than 
$3,000  and  10  percent  had  more  than  $5,000 
In  1961.  (In  the  55-  to  64-year  group,  figures 
were  34  and  38  percent,  respectively.) 

Not  only  do  older  units  have  substantially 
lower  Incomes  than  younger  ones,  but  low 
incomes  are  commonly  temporary  among 
younger  families  and  permanent  among  the 
aged.  On  the  other  hand,  the  number  of 
persons  included  in  a  spending  unit  (family 
or  individual)  decreases  with  age;  therefore, 
the  age  differences  in  per  capita  income  are 
smaller  than  in  spending  unit  incomes. 

Average  Income  reaches  its  peak  among 
those  in  their  forties  and  declines  slowly 
among  those  in  their  fifties  and  rapidly 
among  people  over  65.  Average  assets  are 
highest  in  the  55-  to  64-year  age  group  and 
decline  slightly  among  those  over  65.  Finan- 
cial reserves  are  gradually  accumulated  over 
many  years,  and  spending  unit  net  worth 
also  increases  with  age  because  of  gradual 
repayment  of  mortgage  debt  on  the  part  of 
homeowners. 

The  distribution  of  assets  among  the 
spending  units  65  years  and  over  is  much 
more  unequal  than  among  younger  units. 
The  average  asset  data  are  greatly  influenced 
by  the  small  proportion  of  aged  with  sizable 
asset  holdings.  While  the  average  assets  of 
those  65  and  older  are  similar  to  those  55 
to  64  years  old,  34  percent  of  the  former 
have  practically  no  liquid  assets  at  all  (less 
than  $100  in  bank  deposits  and  bonds)  as 
against  28  percent  of  the  latter.  Net  worth 
data,  including  homeownership  and  invest- 
ments and  deducting  debt,  show  that  23 
percent  of  those  65  and  over  have  net  worth 
under  $1,000  as  against  14  percent  in  the  55- 
to  64-year  group. 

Consumer  debt  is  less  common  among  the 
aged  than  among  middle  aged  or  young 
people  because  the  latter  are  much  more 
frequent  purchasers  of  automobiles  and 
appliances. 

Distribution  of  income  and  assets  by  age 
(percentage  distribution  of  spending  units) 


Age  of  head  of  spending  unit 


35  to 

45  to 

55  to 

65  and 

44 

54 

64 

over 

Disposable  income 

in  1961:  i 

Under  $3,000  

14 

22 

34 

71 

$3,000  to  $4,999 

25 

21 

28 

19 

$5,000  to  $7,499 

33 

27 

22 

4 

$7,500  and  over 

28 

30 

16 

6 

Total  

100 

100 

100 

100 

Liquid  asset  hold- 

ings early  in 

1962: > 

Under  $100..  

36 

31 

28 

34 

$100  to  $999  

36 

28 

20 

14 

$1,000  to  $4,999 

22 

26 

36 

27 

$5,000  and  over 

6 

15 

16 

26 

Total  

100 

100 

100 

100 

Net  worth  early  in 

1962:' 

Under  $1,000  

26 

19 

14 

23 

$1,000  to  $4,999 

21 

16 

17 

14 

$5,000  to  $24,999— . 

39 

41 

47 

44 

$25,000  and  over  

14 

25 

22 

19 

Total  

100 

100 

100 

100 

1  Spending  unit  annual  income  minus  Federal  income 
taxes. 

5  Deposits  with  banks,  savings  and  loan  associations, 
and  credit  unions,  and  U.S.  Government  savings  bonds. 

s  Liquid  assets  plus  investments  In  stocks  and  bonds, 
farm,  livestock  and  equipment,  other  real  estate,  busi- 
ness, plus  equity  in  owner-occupied  home,  minus  debt. 
The  most  frequent  assets  are  liquid  assets  and  home- 
ownership. 

Forty-three  percent  of  spending  units  over 
65  reported  having  had  what  they  called 
large  medical  expenses  for  doctors,  nurses, 


and  hospitals  In  1961  against  36  percent  in 
the  55-64  age  group  and  39  percent  among 
all  those  between  35  and  64. 

These  data  consider  only  aged  people  with 
some  income,  who  form  independent  spend- 
ing units.  In  addition,  there  are  about  2 
million  aged  individuals  excluded  from  the 
tabulation  because  they  have  no  income  and 
form  a  part  of  the  spending  units  of  their 
children  or  other  relatives.  Many  other 
older  people  are  excluded  because  they  live 
in  Institutions. 

Altogether  there  are  approximately  9y2 
million  spending  units  in  which  the  head 
is  65  years  of  age  or  older.  A  large  pro- 
portion of  the  heads  are  widowed  so  that 
altogether  heads  and  wives  represent  14  % 
million  people.  Among  these  older  spend- 
ing units,  those  with  relatively  high  Income 
tend  to  have  sizable  assets,  while  those  with 
low  income  tend  to  have  small  assets.  It 
appears  that  there  are  close  to  4.5  million 
spending  units  65  and  older  who  had  a  1961 
disposable  income  of  less  than  $2,000  (in- 
cluding social  security  benefits).  Forty  per- 
cent of  these  units  have  practically  no  assets, 
and  most  of  them  have  no  medical  insurance 
either. 

Mr.  ANDERSON.  Mr.  President,  the 
Nation's  health  bill  is  increasing  each 
year.  In  1948  we  were  spending  4  per- 
cent of  disposal  personal  income  for  pri- 
vate medical  expenditures.  Today  it  is 
5.8  percent.  Hospital  costs  have  risen 
faster  than  any  other  item  of  medical 
care.  In  1950  the  cost  to  the  hospital 
of  providing  the  patient  with  a  room 
was  $15.23.  Today  it  is  $35,  and  every 
indication  is  that  hospital  costs  will  con- 
tinue to  rise. 

I  do  not  view  these  increasing  costs 
of  modern  medical  care  as  evidence  that 
something  is  wrong.  On  the  contrary, 
I  see  them  as  the  result  of  major  im- 
provements in  the  practice  of  medicine, 
the  development  of  complex  and  costly 
equipment,  the  need  for  more  and 
better  trained  personnel  to  provide 
services  and  the  extensive  development 
and  use  of  drugs  and  medicines.  Of 
course  someone  must  pay  for  all  of  these 
developments.  The  Federal  Govern- 
ment has  made  large  contributions  in 
money,  talent,  and  facilities  to  help 
make  this  improved  medical  care  avail- 
able to  our  people. 

Most  of  the  costs  of  medical  care, 
however,  must  be  met  by  the  people  who 
benefit  from  such  care,  and  for  many 
people  these  costs  impose  a  heavy  bur- 
den. In  1961  private  consumers  paid 
out  $21.1  billion  for  medical  care.  Di- 
rect out-of-pocket  payments  amounted 
to  $14.4  billion,  with  $5.7  billion  paid  by 
health  insurance  and  another  $1  billion 
being  the  cost  of  health  insurance  serv- 
ice. Health  insurance  has  helped  to 
make  some  of  the  more  variable  medical 
costs  more  budgetable,  and  thus  helped 
to  ease  the  financial  burden  imposed 
on  individuals  during  a  period  of  sick- 
ness, by  spreading  the  risk  more  evenly 
over  time  and  over  more  of  the  popula- 
tion. However,  only  half  the  aged  have 
any  health  insurance  coverage;  and 
while  often  bought  at  high  premiums, 
much  of  it  is  inadequate. 

While  such  innovations  as  the  New 
York  and  Connecticut  65  plans  are  wel- 
come, only  a  relative  small  segment  of 
the  elderly  population  has  been  able  to 
take  advantage  of  these  plans,  and  a 
large  proportion  of  those  who  have  en- 


rolled were  already  covered  under  some 
other  basic  plan.  The  limited  enroll- 
ment in  these  plans,  even  though  they 
offer  more  per  dollar  of  premium  than 
did  previous  commercial  insurance,  is 
due  to  the  fact  that  even  nonprofit  plans 
must  charge  the  aged  the  cost  of 
insuring  them,  and  the  cost  of  adequate 
insurance,  even  though  nonprofit,  is 
more  than  most  of  the  aged  can  bear 
out  of  current  income. 

Programs  like  the  New  York  and  Con- 
necticut 65  plans  help  those  aged  per- 
sons who  have  previously  had  less  satis- 
factory protection  but  who  have  the 
financial  resources  to  buy  adequate  in- 
surance coverage;  they  do  not  benefit 
the  vast  majority  of  elderly,  who  have 
low  incomes  and  meager  assets. 

Blue  Cross  plans  for  the  aged,  includ- 
ing the  new  ones  recently  introduced 
with  great  fanfare,  reflect  both  the  high 
cost  of  coverage  for  the  aged  and  the 
inadequacy  of  the  protection  generally 
provided.  Furthermore,  some  of  the  new 
Blue  Cross  plans  require  a  health  state- 
ment from  the  aged  person  applying  for 
coverage;  the  great  majority  have  wait- 
ing periods  for  preexisting  conditions. 
Thus  an  applicant  whose  health  history 
indicates  that  he  may  be  a  poor  risk  may 
be  rejected,  or  he  may  find  that  a  pre- 
existing condition  will  deny  him  cover- 
age when  he  needs  it  even  though  he 
has  been  paying  a  substantial  pre- 
mium— under  eight  of  the  Blue  Cross 
plans  premiums  amount  to  more  than 
$150  a  year  per  person. 

Mr.  President,  I  noticed  a  newspaper 
story  recently  alleging  that  the  Depart- 
ment of  Health,  Education,  and  Welfare 
was  not  keeping  the  public  informed 
about  the  status  of  the  Kerr-Mills  law. 
This  is,  of  course,  inaccurate.  Probably 
more  has  been  written  and  spoken  on 
the  subject  of  this  law  than  on  any  com- 
parable piece  of  legislation.  A  large 
amount  of  material  on  medical  assist- 
ance was  included  in  the  Department  of 
Health,  Education,  and  Welfare  publica- 
tion "The  Health  Care  of  the  Aged."  A 
comprehensive  survey  of  the  results  of 
action  the  first  year  was  provided  to  the 
Committee  on  Ways  and  Means  on 
March  15,  1962,  and  published  as  a  com- 
mittee print,  and  this  report  contains  a 
considerable  amount  of  information 
about  the  many  activities  of  the  Depart- 
ment in  connection  with  this  program. 
Each  month  the  Social  Security  Bulletin 
carries  tabular  material  on  payments 
and  recipients.  A  monthly  advance  re- 
lease of  statistics  is  distributed  widely — 
to  State  and  local  public  welfare  agen- 
cies and  to  all  other  interested  parties. 
Many,  many  speeches,  meetings,  infor- 
mal discussions,  and  administrative 
releases  have  been  made  to  provide  in- 
formation on,  and  aid  in  the  implemen- 
tation of,  this  legislation. 

The  Department  has,  for  example, 
been  most  helpful  to  me  as  I  have  inves- 
tigated the  problems  involved  in  extend- 
ing the  Kerr-Mills  program  in  my  own 
State.  Nor  have  I  heard  from  a  single 
Congressman,  Governor,  or  welfare  di- 
rector who  believes  that  he  has  been 
inadequately  informed  about  the  Kerr- 
Mills  law  by  the  Department.   The  in- 
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formation  on  Kerr-Mills  is  available, 
and  I  ask  that  the  data  on  recipients 
and  payments  for  November  1962 — the 


Mr.  ANDERSON.  Mr.  President,  re- 
grettably, the  data  can  show  only  that 
the  States  have  been  able  to  do  far  too 
little  even  for  the  most  indigent  aged. 

The  data  show  that  about  31  percent 
of  the  payments  were  made  in  the  State 
of  New  York,  which  had  over  27  percent 
of  the  recipients.  It  should  also  be  noted 
that  three  States — New  York,  California, 
and  Massachusetts — account  for  nearly 
three-quarters  of  the  money  paid  out 
under  medical  assistance  for  the  aged, 
and  nearly  63  percent  of  the  aged 
recipients.  The  fact  is  that  the  three 
States  which  account  for  such  a  large 
portion  of  the  medical  assistance  are 
among  those  with  a  history  of  interest 
in  the  welfare  of  their  citizens  and 
strongly  favor  both  social  security  and 
assistance.  Moreover,  they  have  the  fi- 
nancial capacity  to  provide  assistance  to 
their  poverty-stricken  residents,  which 
form  a  relatively  small  group  in  these 
States.  Yet  the  figures  show  medical 
assistance  is  a  long  way  from  being  a  na- 
tional program.  Nor  does  the  informa- 
tion from  the  States  indicate  that  even 
the  States  that  have  done  most  provide 
the  medical  care  which  their  indigent 
aged  require. 

I  ask  unanimous  consent,  Mr.  Presi- 
dent, to  include  at  this  point  in  my  re- 
marks a  comment  I  have  had  prepared 
on  the  medical  assistance  for  the  aged 
program  in  New  York. 

There  being  no  objection,  the  state- 
ment was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Comment  on  Medical  Assistance  foe  the 
Aged  Program  in  New  York  State 
New  York  has  been  complimented  on  the 
State's  medical   assistance   for   the  aged 


most  recent  figures  available  on  medi- 
cal assistance  for  the  aged — be  printed 
at  this  point  in  my  remarks. 


(MAA)  program  because  of  its  superiority 
to  the  more  limited  programs  in  some  States 
and  the  complete  absence  of  MAA  programs 
In  many  others.  Since  New  York  began  to 
make  MAA  payments  in  April  1961,  it  has 
made  over  42  percent  of  the  total  payments 
made  in  the  United  States  since  that  time. 

Of  the  total  of  almost  100,000  different 
cases  opened  under  the  MAA  program  in 
New  York  through  September  1962  nearly  28 
percent  were  those  of  persons  transferred 
from  the  old-age  assistance  (OAA)  rolls.  A 
report  issued  by  Governor  Rockefeller's 
office  in  March  1962  pointed  out  that  about 
58  percent  of  the  persons  on  the  New  York 
State  MAA  rolls  in  February  either  were 
transfers  from  OAA  or  would  have  been 
eligible  for  assistance  in  the  absence  of  an 
MAA  program.  Assuming  that  about  the 
same  proportion  of  MAA  recipients  In  No- 
vember 1962  were  cases  which  either  had 
been  transferred  from  OAA  or  were  new  cases 
who  would  have  gone  on  the  OAA  rolls  In  the 
absence  of  an  MAA  program  (and  such  an 
assumption  seems  reasonable  since  there  was 
no  material  increase  in  the  number  of  MAA 
recipients  from  February  to  November) ,  cur- 
rently only  about  13,000  of  the  State's  nearly 
1.8  million  aged  persons  actually  benefit 
from  the  Implementation  of  the  new  pro- 
gram in  New  York. 

While  it  is  undoubtedly  true  that  the 
new  program  in  New  York  State  is  meeting 
an  important  human  need,  there  is  a  ques- 
tion as  to  the  extent  to  which  it  meets  the 
objective  of  preventing  dependency  resulting 
from  aged  persons'  high  medical  care  costs. 
For  example,  when  the  nature  of  the  medical 
care  of  an  applicant  Is  such  that  it  is  not 
expected  to  continue  or  recur  frequently,  the 
income  for  6  months  plus  net  available  cash 
is  considered  available  to  pay  for  such  care. 
This  amounts  to  applying  a  very  large  deduc- 
tible in  an  assistance  program.  As  a  con- 
sequence, many  older  people  with  major  and 
costly  illnesses  are  found  Ineligible  and  are 
forced  to  exhaust  all  income  and  assets  to 
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There  being  no  objection,  the  state- 
ment was  ordered  to  be  printed  in  the 
Record,  as  follows: 


Rate  per 
1,000 
aged  1 


0  «11.0 


2  17.2 
4  12.5 

.2  36. 6 

0  8.2 

.9  4.7 

0  17.7 

7  .8 
,3  24. 9 

1  19.3 

8  15.1 

1  20.4 

7  2.9 

3  27.4 

4  7.7 
4  1.6 
4  1.9 
4  14.1 
4  3.1 
6  2.6 

2  2.4 

8  2.8 
.7  10. 0 
.4  12. 4 

1  .6 

1  1.3 
.8 

4  212.9 

1  88.0 


MAA  pa  7- 


pay  their  medical  costs.  Thus  the  MAA  pro- 
gram does  not  serve  in  such  cases  to  keep 
people  oS  old  age  assistance  rolls.  In  addi- 
tion, there  are  a  number  of  other  factors 
that  severely  limit  the  effectiveness  of  the 
New  York  MAA  program. 

One  is  the  relative  responsibility  require- 
ment which  New  York,  like  many  other 
States,  includes  In  its  eligibility  standards. 
The  provision  that  the  spouse,  children,  and 
even  parents  are  liable  for  payment  of  medi- 
cal care  insofar  as  they  are  found  able  to 
assist  makes  necessary  the  always  difficult 
evaluation  of  needs  and  available  resources 
in  a  second  family.  The  problems  inherent 
in  a  relative  responsibility  requirement  are 
generally  recognized.  During  a  hearing  in 
September  1961  on  the  New  York  MAA  pro- 
gram, Raymond  W.  Houston,  Commissioner 
of  the  New  York  State  Department  of  Public 
Welfare,  stated  that  when  applicants  "find 
that  their  children  are  going  to  receive  in- 
quiries as  to  their  ability  to  help,  some  of 
the  old  people  withdraw  their  applications." 
While  many  organizations,  including  the 
Medical  Society  of  the  State  of  New  York, 
have  recommended  the  elimination  of  the 
requirement,  to  do  so  would,  as  pointed  out 
by  Mr.  Houston,  "result  in  the  accumulation 
of  an  enormous  bill  for  the  costs  involved." 

Another  factor  Is  the  requirement  under 
the  New  York  MAA  program  for  a  lien  to  be 
imposed  on  the  estate  of  a  person  after  his 
death  (or  after  the  death  of  his  surviving 
spouse) .  To  many  older  people,  the  home 
represents  the  total  savings  of  a  lifetime  of 
work,  and  the  last  remaining  vestige  of  secu- 
rity and  independence.  To  an  aged  person 
with  medical  needs,  accepting  a  claim  on  his 
home  is  the  same  as  obtaining  a  mortgage 
loan,  but  with  the  knowledge  that  repay- 
ment will  not  be  made  during  his  lifetime 
and  that  he  must  trust  the  State  to  sell  his 
house  and  other  possessions  after  his  death. 
The  incentive  would  be  either  to  defer  needed 
medical  care  or  to  sell  the  home  himself  in 
order  to  pay  for  care. 


Medical  assistance  for  the  aged  {MAA):  Payments  and  recipients,  November  1962 


State 


Total  payments 


Amount 


Percent 


Cumula- 
tive 
percent 


Average 
payment 


Federal  matching 


Amount 


Percent 


Cumula- 
tive 
percent 


Recipleo 


Number 


Percen 


Total  

New  York  

California  .. 

Massachusetts.. 

Michigan  

Pennsylvania  

Connecticut  

Illinois  

Maryland  

Utah  

North  Dakota... 

Idaho  

Washington  

West  Virginia- 
Arkansas.  

Louisiana  

Oklahoma  

Hawaii  

South  Carolina.  . 

Oregon  

Maine  

Tennessee  

Kentucky  

Puerto  Rico  

Alabama  

Vermont  

New  Hampshire 
Virgin  Islands... 
Guam   


«  $22,  610, 319 


6, 
5, 
'3, 
1, 
1, 

2 


935,  036 
479,  972 
814, 154 
891,903 
326, 969 
956,  413 
285,648 
238, 446 
206,034 
192, 143 
169, 894 
138, 582 
130,  452 
111,  214 
100,881 
100,386 
93,544 
70,  989 
68, 376 
66,  249 
58.  448 
55, 973 
49, 256 
42,269 
18, 418 
7,084 
1,495 
93 


100.0 


30.7 
24.2 
16.9 
8.4 
5.9 
4.2 
1.3 
1.1 
.9 
.8 
.8 
.6 
.6 
.5 
.4 
.4 
.4 
.3 
.3 
.3 
.3 
.2 
.2 
.2 
.1 


(») 
(s) 
(5) 


$202.  26 


$11, 686, 002 


100.0 


•  111,792 


30.7 
54.9 
71.8 
80.1 
86.0 
90.2 
91.5 
92.6 
93.5 
94.3 
95. 1 
95.7 
96.3 
96.8 
97.2 
97.6 
98.1 
98.4 
98.7 
99.0 
99.2 
99.5 
99.7 
99.9 
100.0 
100.0 
100.0 
100.0 


228.09 
298.83 
177.69 
340.39 
243.  21 
212. 30 
360.06 
40.22 
169.02 
>  212. 31 
136.  57 
165.  97 
27.39 
72.88 
249.  71 
206.98 
221.14 
145.  47 
134. 60 
253.83 
65.09 
18.70 
31.98 
278.09 
328.89 
131. 19 
3. 12 
1.06 


3, 467,  518 
2, 739, 986 
1, 907, 077 
945,952 
663,484 
478,  206 
142, 824 
119,223 
131,326 
139, 188 
112,  623 
69,  291 
91, 734 
88,971 
73, 189 
66,787 
49,934 
56,791 
35,828 
44,122 
44,344 
42,299 
24,  628 
33, 409 
12,353 
4, 121 
748 
46 


29.9 
23.6 
16.5 
8.2 
5.7 
4.1 
1.2 
1.0 
1.1 
1.2 


(5) 


1.0 
.6 
.8 
.8 
.6 
.6 
.4 
.5 
.3 
.4 
.4 
.4 
.2 
.3 
.1 


29.9 
53.6 
70.0 
78.2 
83.9 
88.1 
89.3 
90.3 
91.5 
92.7 
93.6 
94.2 
96.0 
95.8 
96.4 
97.0 
97.4 
97.9 
98.2 
98.6 
99.0 
99.3 
99.6 
99.9 
100.0 
100.0 
100.0 
100.0 


30,  405 
18. 338 
21,465 
6,558 
5,456 
4,505 
816 
6,928 
1,219 
'905 
1,244 
836 
4,763 
1,626 
404 
485 
423 
488 
508 
261 
898 
2,993 
1,  540 
152 
56 
64 
479 
88 


100 


27. 
If, 
19 
5. 
4 
4 

6 
1 


(») 


1  Based  on  preliminary  population  estimates  by  Social  Security  Administration  as 
of  July  1, 1962. 

1  Excludes  money  payments  to  recipients  not  subject  to  Federal  matching:  Con- 
necticut, $257:  Massachusetts,  $96,855;  North  Dakota,  $2,175. 

3  Includes  an  unknown  number  of  persons  who  received  money  payments  only, 
causing  average  vendor  payment  to  be  slightly  understated. 


4  Based  on  States  listed  in  this  table.   Rate  Including  States  not  mai 
ments  is  6.4  per  1,000  aged  persons. 
»  Less  than  0.05  percent. 

Note.— Deta'ls  may  not  add  to  totals  due  to  independent  rounding. 
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Still  another  limiting  factor  1s  the  very 
small  amount  of  the  cash  surrender  value 
of  life  insurance  ($500)  which  an  eligible 
couple  may  retain.  They  are  faced  with  a 
choice  of  liquidating  all  such  insurance  val- 
ued over  $500  or  remaining  Ineligible  for 
MAA.  Since  the  median  face  value  of  life 
insurance  held  by  all  aged  OASI  beneficiary 
couples  in  1957  was  $1,850,  it  is  clear  that 
in  a  wealthy  State  such  as  New  York  only 
a  negligible  proportion  of  the  aged  would  be 
able  to  meet  this  MAA  eligibility  require- 
ment without  liquidating  most  of  their  life 
insurance. 

The  very  fact  that  the  New  York  program 
could  be  described  in  the  previously  men- 
tioned report  by  the  Governor's  office  as  "the 
most  extensive  and  most  comprehensive  of 
any  State  in  the  Nation"  suggests  that  MAA 
programs  are  far  from  meeting  the  needs 
of  the  aged  in  the  Nation  as  a  whole. 

With  New  York  currently  receiving  about 
30  percent  of  the  Federal  funds  spent  for 
MAA,  it  appears  that  States  with  much  low- 
er per  capita  income  (where  need  might  be 
expected  to  be  greater)  are  receiving  little 
or  no  Federal  aid  and  taxes  paid  from  all 
States  in  the  Nation  are  flowing  to  New 
York. 

Mr.  ANDERSON.  Mr.  President, 
those  of  us  who  support  the  social  se- 
curity approach  sincerely  hope  that  it 
will  not  be  necessary,  as  it  was  in  the 
last  Congress,  to  try  to  add  the  health 
insurance  measure  as  the  rider  to  a 
House-passed  bill.  We  prefer  to  follow 
customary  legislative  procedure.  There 
is  a  vast  store  of  information  on  the 
medical  economics  of  the  aged  and  we 
stand  willing  to  present  our  case  before 
the  proper  committees  of  Congress. 

I  have  had  some  small  portion  of  the 
available  statistical  and  analytical  mate- 
rial on  medical  care  of  the  aged  included 
in  my  remarks  as  a  step  in  the  educa- 
tional process  that  I  believe  must  be  con- 
tinued if  we  are  to  deal  intelligently  with 
the  problem  of  financing  health  care  in 
old  age.  As  a  vital  element  in  that 
process,  I  earnestly  hope  that  the  Fi- 
nance Committee,  to  which  my  bill  will 
be  referred,  will  schedule  early  hearings. 
I  do  not  believe  that  it  is  necessary  to 
delay  those  hearings  pending  referral  to 
the  committee  of  a  House-passed  bill. 
It  is  difficult  to  accept  as  sincere  argu- 
ments which  call  for  full  investigation 
and  study  by  the  appropriate  committees 
of  the  Congress  and  at  the  same  time 
insist  that  such  investigation  should  be 
delayed — and  not  by  pressure  of  more 
urgent  tasks — until  such  time  as  will 
make  it  all  but  impossible  to  consider 
the  proposal  on  the  floor  of  Congress. 

I  would  urge  that  the  various  interests 
involved  in  the  health  care  debate  put 
aside  the  antagonism  of  the  past  and 
proceed  in  good  faith  to  work  out  a  solu- 
tion to  a  national  problem. 

Exhibit  1 

Brief  Summary  op  Proposed  Hospital  Insur- 
ance Act  of  1963 

PERSONS  entitled 
Protection  would  be  provided  against  the 
cost  of  inpatient  hospital,  outpatient  hos- 
pital diagnostic,  skilled  nursing  home,  and 
home  health  services  for  people  age  65  and 
over  who  are  entitled  to  monthly  benefits 
under  the  old-age  and  survivors  insurance 
program  or  under  the  railroad  retirement 
system.  The  number  of  people  past  65  who 
would  be  Included  In  this  way  Is  estimated 
at  15%  million  as  of  January  1,  1966. 


In  addition,  the  bill  would  make  it  possible 
for  essentially  all  people  who  are  now  65  and 
over  or  who  will  reach  65  In  the  next  few 
years  but  who  are  not  eligible  for  social  secu- 
rity or  railroad  retirement  benefits  to  have 
the  same  protection.  (This  provision  would 
not  apply  to  aliens  with  relatively  short  resi- 
dence in  the  United  States  or  to  active  or 
retired  Federal  employees  who  already  have 
the  opportunity  for  protection  under  their 
own  health  insurance  plans.)  The  cost  of 
this  provision  would  be  met  from  general 
revenues.  Men  and  women  who  will  reach 
age  65  before  1967  and  who  do  not  meet  the 
regular  insured  status  requirements  of  the 
social  security  system  would  be  deemed  in- 
sured for  the  hospital  and  related  benefits. 
Uninsured  people  who  reach  age  65  after 
1966  would  need,  to  be  insured  for  hospital 
insurance  protection,  three  quarters  of  cov- 
erage for  each  year  elapsing  after  1964  and 
before  age  65.  The  provision  would  wash  out 
in  1970  for  women  and  1972  for  men,  since 
in  those  years  the  number  of  quarters  that 
would  be  required  to  qualify  for  hospital 
benefits  would  be  the  same  as  the  number 
required  for  social  security  cash  benefits. 
About  2y2  million  persons  would  be  covered 
in  this  way  as  of  January  1,  1965. 

SCOPE   AND  DURATION   OF  BENEFITS  PROVIDED 

The  services  for  which  payment  would  be 
made  under  the  bill  include — 

1.  Inpatient  hospital  services  for  up  to 
either  45  days  with  no  deductible,  90  days 
with  a  deductible  amount  of  $10  a  day  for 
the  first  9  days  (with  a  minimum  of  $20), 
or  180  days  with  a  deductible  amount  equal 
to  the  average  cost  of  2y2  days  of  hospital 
care,  as  elected  by  the  beneficiary  (failure  to 
specifically  elect  the  45-day  option  or  the 
180-day  option  would  be  deemed  an  election 
of  the  90-day  option) ;  hospital  services 
would  Include  all  those  customarily  fur- 
nished by  a  hospital  for  its  Inpatients;  pay- 
ment would  not  be  made  for  the  hospital 
services  or  physicians  except  those  in  the 
fields  of  pathology,  radiology,  physical  medi- 
cine, and  anesthesiology  provided  by  or  un- 
der arrangements  made  by  the  hospital,  or 
services  provided  by  an  intern  or  resident- 
in-training  under  an  approved  teaching 
program. 

2.  Skilled  nursing  home  services  furnished 
in  nursing  facilities  that  are  affiliated  with 
hospitals,  after  the  patient  is  transferred 
from  a  hospital,  for  up  to  180  days. 

3.  Outpatient  hospital  diagnostic  services, 
as  required,  subject  to  a  $20  deductible 
amount  for  diagnostic  services  furnished 
within  a  30-day  period. 

4.  Home  health  services  for  up  to  240  visits 
during  a  calendar  year;  these  services  would 
Include  intermittent  nursing  care,  therapy, 
and  the  part-time  services  of  a  home  health 
aid. 

No  service  would  be  covered  as  a  nursing 
home,  outpatient  diagnostic,  or  home  health 
service  if  it  could  not  be  covered  as  an  In- 
patient hospital  service. 

An  individual  would  be  eligible  for  the 
number  of  days  of  hospital  care  provided 
under  the  option  he  elects  and  180  days  of 
skilled  nursing  facility  services  in  each  bene- 
fit period.  A  new  benefit  period  could  not 
begin  until  90  days  had  elapsed  in  which  the 
patient  was  neither  in  a  hospital  nor  in  a 
skilled  nursing  facility.  The  90  days  need 
not  be  consecutive,  but  they  must  fall  with- 
in a  period  of  not  more  than  180  consecutive 
days  beginning  with  the  start  of  his  most 
recent  benefit  period. 

The  Secretary  would  be  required  to  study, 
after  consultation  with  appropriate  profes- 
sional organizations,  ways  of  increasing  the 
availability  of  skilled  nursing  facility  care. 
On  the  basis  of  such  study,  the  Secretary  may 
authorize  the  participation  of  facilities 
which,  though  not  affiliated  with  hospitals, 
operate  under  conditions  assuring  the  pro- 
vision of  a  good  quality  of  care,  provided 


such  action  does  not  create  an  actuarial  im- 
balance in  the  trust  fund. 

FREE  CHOICE  OF  PHYSICIAN  AND  HOSPITAL 

Under  the  biU,  no  change  would  be  made 
in  the  freedom  of  choice  of  physician  and 
hospital.  No  service  performed  by  any  phy- 
sician at  either  home  or  office,  and  no  fee 
he  charges  for  such  services,  would  be  in- 
volved or  affected.  No  supervision  or  con- 
trol over  the  practice  of  medicine  by  any 
physician  or  over  the  manner  in  which  serv- 
ices are  provided  by  any  hospital  is  per- 
mitted. 

BASIS  OF  REIMBURSEMENT 

Payment  of  bills  for  hospital  and  related 
services  would  be  made  in  generally  the  same 
manner  as  is  now  customary  in  Blue  Cross 
plans.  Payments  to  the  providers  of  service 
would  be  made  on  the  basis  of  the  reason- 
able cost  incurred  in  providing  care  for  bene- 
ficiaries. The  amount  paid  under  the  pro- 
gram would  be  payment  In  full  for  covered 
services,  except,  of  course,  that  the  provider 
could  charge  the  patient  the  deductible 
amounts  and  extra  charges  for  a  private 
room,  unless  medically  necessary,  or  private 
duty  nursing. 

ADMINISTRATION 

Responsibility  for  administration  of  the 
program  (except  for  railroad  retirement  an- 
nuitants and  pensioners)  would  rest  with  the 
Secretary.  Considerable  reliance  would  be 
placed  upon  the  States  to  assure  that  local 
conditions  would  be  taken  into  account. 
The  Secretary  would  consult  with  appropri- 
ate State  agencies  and  recognized  national 
accrediting  bodies  in  formulating  the  condi- 
tions of  participation  for  providers  of  serv- 
ice. Provision  would  be  made  for  the  estab- 
lishment of  an  advisory  council  which  would 
advise  the  Secretary  on  policy  matters  in 
connection  with  administration.  In  order 
to  be  eligible  to  participate  in  the  program, 
providers  of  service  would  have  to  meet 
specified  conditions  to  assure  the  health  and 
safety  of  the  beneficiaries,  but  those  condi- 
tions could  not  be  more  strict  than  required 
for  accreditation  by  the  Joint  Commission 
on  Accreditation  of  Hospitals.  Accreditation 
by  the  joint  commission  would  be  accepted 
as  meeting  aU  requirements  for  hospital  par- 
ticipation save  the  requirement  that  it  have 
a  utilization  review  plan. 

PARTICIPATION  OF  PRIVATE  ORGANIZATIONS 

Any  group  of  hospitals — or  group  of  other 
providers  of  covered  services — could  desig- 
nate a  private  organization  of  their  own 
choice,  such  as  Blue  Cross,  to  receive  bills 
for  services  and  to  pay  these  bills  for  which- 
ever of  their  members  prefer  such  an 
arrangement.  The  Secretary  would  be  able 
to  delegate  certain  administrative  functions 
of  the  program  to  such  designated  organiza- 
tions. These  administrative  functions  could 
include  reviewing  hospital  fiscal  records  as 
a  part  of  the  determination  of  the  cost  of 
services,  and  acting  as  a  center  for  communi- 
cating and  interpreting  payment  procedures 
to  hospitals. 

OPTION     TO     INDIVIDUAL     TO     OBTAIN  PRIVATE 
INSURANCE 

The  Secretary  would  be  required  to  con- 
sult with  and  furnish  assistance  to  providers, 
insurance  carriers  and  public  and  private 
welfare  organizations  In  order  to  encourage 
and  help  them  to  develop  and  make  gen- 
erally available  to  the  aged  supplementary 
private  insurance  protection. 

FINANCING 

The  social  security  contribution  rates 
would  be  increased  one-fourth  of  1  percent 
on  employers  and  one-fourth  of  1  percent 
on  employees  and  four-tenths  of  1  percent 
for  the  self-employed;  the  amount  of  annual 
earnings  subject  to  the  tax  and  creditable 
for  social  security  monthly  benefits  would 
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be  increased  from  $4,800  to  $5,200  a  year. 
Raising  the  amount  of  earnings  creditable 
for  benefits  would  Improve  the  benefit  struc- 
ture of  the  system  generally  and  would  also 
provide  additional  Income  which  together 
with  the  Income  from  the  contribution  rate 
Increase  would  fully  meet  all  the  costs  of 
the  hospital  Insurance  program.  The  cost 
of  providing  hospital  and  related  benefits  to 
people  who  do  not  meet  the  regular  social 
security  Insured  status  requirements  would 
be  met  from  general  revenues.  A  separate 
hospital  insurance  trust  fund  would  be 
established  for  the  program.  The  long-range 
cost  of  the  program  is  estimated  to  be  0.68 
percent  of  covered  payroll,  which  is  balanced 
by  the  estimated  income  from  the  new 
financing. 

Exhibit  2 

Description  op  Hospital  Insurance  Act  of 
1963 

prohibition  against  any  federal 
interference 
The  bill  specifically  prohibits  the  Federal 
Government  from  exercising  supervision  or 
control  over  the  practice  of  medicine,  the 
manner  in  which  medical  services  are  pro- 
vided and  the  administration  or  operation 
of  medical  facilities. 

FREE  CHOICE  BY  PATIENT  GUARANTEED 

The  bill  specifically  provides  that  a  bene- 
ficiary may  receive  services  from  any  partici- 
pating provider  of  his  own  choice. 

ELIGIBILITY 

The  proposal  is  limited  to  coverage  of  the 
aged  because  the  aged  as  a  group  have  low 
incomes  and  high  medical  care  expenses. 
Moreover,  they  are  at  a  period  in  life  where 
their  incomes  and  assets  are  more  likely  to 
go  down  than  up.  Their  income  is,  on  the 
average,  about  half  that  of  those  under  65; 
at  the  same  time  they  require  three  times 
the  hospital  care  of  younger  people.  Fur- 
thermore, since  most  aged  people  are  not 
employed  they  have  in  general  no  oppor- 
tunity to  obtain  economical  group  insurance. 
The  individual  or  nongroup  health  insur- 
ance that  may  be  available  to  them  is  often 
twice  as  expensive  for  the  same  benefits — 
because  of  higher  acquisition  cost,  premium 
collection  cost,  and  other  administrative 
costs — as  group  insurance  would  be. 

Under  the  bill,  hospital  insurance  protec- 
tion would  be  provided  for  all  people  who 
are  aged  65  and  over  and  entitled  to  monthly 
old-age  or  survivors  Insurance  benefits  or  to 
benefits  under  the  Railroad  Retirement  Act. 
An  individual  would  be  eligible  for  hospital 
insurance  protection  at  age  65  even  though 
his  monthly  cash  benefits  are  being  with- 
held because  of  earnings  from  work.  In  ad- 
dition, protection  would  be  provided,  under  a 
special  provision  of  the  plan,  to  many  people 
aged  65  and  over  who  are  not  eligible  for 
benefits  under  the  social  security  or  railroad 
retirement  systems. 

Almost  all  of  the  more  than  18  million 
people  who  will  be  age  65  and  over  in  Jan- 
uary 1965  would  be  protected  under  the 
proposal.  The  few  not  protected  under  the 
legislation  would  consist  for  the  most  part 
of  retired  Federal  civilian  employees,  who 
have  their  own  health  insurance  program, 
and  aliens  with  relatively  short  residence  In 
the  United  States.  Of  the  people  protected 
under  the  proposal,  about  15%  million  would 
be  covered  as  persons  eligible  under  the 
old-age  and  survivors  insurance  or  railroad 
retirement  programs  and  about  2l/2  million 
would  be  protected  under  the  special  pro- 
vision. 

Under  the  special  provision,  aged  people 
who  are  not  Insured  for  cash  benefits  under 
the  social  security  or  railroad  retirement  sys- 
tems would  be  deemed  Insured  for  hospital 
and  related  benefits  only.    Uninsured  people 


who  reach  age  65  In  1967  would  be  deemed  to 
be  Insured  for  hospital  benefits  if  they  had 
earned  as  few  as  six  quarters  of  coverage  in 
covered  work  at  any  time — nine  fewer  quar- 
ters of  coverage  than  men  of  this  age  need 
to  qualify  for  cash  social  security  benefits. 

For  people  who  reach  age  65  In  each  of  the 
succeeding  years,  the  number  of  quarters  of 
coverage  needed  to  be  insured  for  hospital 
insurance  protection  would  increase  by  three 
each  year.  For  persons  who  attain  age  65 
after  1972,  the  special  insured  status  require- 
ments for  hospital  insurance  would  require 
as  many  or  more  quarters  of  coverage  as  the 
regular  insured  status  requirements  for  other 
social  security  benefits,  so  that  the  new  in- 
sured status  requirement  will  soon  "wash 
out." 

The  cost  of  the  coverage  for  aged  persons 
who  do  not  meet  the  regular  insured  status 
requirement  of  the  social  security  law  would 
be  met  from  general  revenues.  Thus,  the 
provision  of  the  same  hospital  benefits  for 
persons  who  are  not  fully  insured  under  the 
social  security  system  would  not  be  incon- 
sistent with  the  principles  upon  which  the 
system  is  based.  Funds  obtained  through 
the  application  of  social  security  contribu- 
tions would  be  used  only  to  pay  benefits  of 
those  who  have  contributed  over  a  sufficient 
length  of  time  to  acquire  insured  status,  and 
over  the  long  run  only  persons  who  make  sig- 
nificant contributions  would  be  eligible  for 
benefits. 

BENEFITS  PROVIDED 

The  bill  would  provide  payments  for  in- 
patient hospital  services,  followup  care  in  a 
hospital-affiliated  skilled  nursing  facility, 
certain  organized  home  health  agency  serv- 
ices, and  hospital  outpatient  diagnostic 
services. 

Inpatient  hospital  services  were  selected  as 
the  point  of  concentration  in  the  bill  be- 
cause of  the  great  financial  strain  placed  on 
people  who  must  go  to  the  hospital.  Medical 
expenses  for  aged  people  who  are  hospitalized 
in  a  year  are  about  five  times  greater  than 
the  annual  medical  bills  of  aged  people  who 
are  not  hospitalized,  and  hospital  costs  ac- 
count for  the  major  portion  of  the  difference 
between  the  health  bills  of  the  hospitalized 
aged  and  those  not  hospitalized.  Further, 
the  occurrence  of  hospitalization  one  or  more 
times  in  old  age  is  to  be  expected.  It  is 
estimated  that  9  out  of  every  10  people  who 
reach  age  65  will  be  hospitalized  at  least 
once  before  they  die;  2  out  of  3  will  be  hos- 
pitalized 2  or  more  times.  Another  rea- 
son for  placing  primary  emphasis  on  pro- 
tection against  the  cost  of  hospital  care  is 
that  hospital  insurance  is  the  part  of  the 
protection  against  health  costs  on  which 
there  is  the  most  experience  in  this  coun- 
try— through  Blue  Cross  and  other  Gov- 
ernment programs — with  the  result  that 
adequate  models  for  administration  are 
available. 

BENEFICIARY  OPTION 

Under  the  bill,  payment  would  be  made 
for  up  to  90  days  of  inpatient  hospital  serv- 
ices, subject  to  a  deductible  amount  of  $10 
a  day  for  up  to  9  days  (with  a  minimum  of 
$20) ,  unless  the  beneficiary  exercises  his 
option  to  receive  inpatient  hospital  benefits 
for  either  (1)  up  to  45  days  with  no  deduct- 
ible, or  (2)  up  to  180  days  with  a  deductible 
amount  equal  to  the  average  daily  cost  of 
2V2  days  of  hospital  care. 

The  provision  under  which  each  beneficiary 
could  choose  among  three  alternative  hos- 
pital benefit  plans  enables  the  beneficiary  to 
select  the  plan  which  he  thinks  is  best  suited 
to  his  needs. 

SERVICES  FOB  WHICH   PAYMENT  WOULD  BE 
MADE 

Hospital  services 

The  proposed  inpatient  hospital  benefits 
would  (except  for  the  deductible  amount 
applicable  under  two  of  the  beneficiary  op- 


tions) generally  cover  the  full  cost  of  all 
hospital  services  and  supplies  of  the  kind  or- 
dinarily furnished  by  the  hospital  which  are 
necessary  in  the  care  and  treatment  of  its 
patients.  The  full  coverage  follows  the  rec- 
ommendations of  the  Commission  on  Fi- 
nancing of  Hospital  Care  and  other  expert 
groups  studying  hospital  insurance.  As  hos- 
pitals acquire  new  equipment,  adopt  new 
health  practices,  and  improve  their  services 
and  techniques,  the  additional  operating 
costs  resulting  from  such  changes  would  au- 
tomatically be  covered  under  the  proposal 
without  need  for  modification.  Thus,  cov- 
erage would  always  be  up  to  date.  Further- 
more, this  built-in  responsiveness  to  chang- 
ing medical  practices  and  needs  would 
provide  assurance  that  the  program  would 
provide  the  proper  financial  underpinning  to 
improvements  in  care. 

Skilled  nursing  facility  services 
The  bill  would  provide  payments  for  the 
cost  of  hospital-affiliated  skilled  nursing  fa- 
cility services  in  cases  where  a  hospital  in- 
patient is  transferred  to  such  a  facility  to 
continue  to  receive  professionally  supervised 
skilled  nursing  care  (while  under  the  care 
of  a  physician)  needed  in  connection  with 
a  condition  for  which  he  had  been  hospital- 
ized. The  requirement  that  the  patient 
have  been  transferred  from  a  hospital  is 
one  of  the  measures  included  In  the  bill  to 
limit  the  payment  of  nursing  home  bene- 
fits to  persons  who  may  reasonably  be  pre- 
sumed to  require  continuing  skilled  nurs- 
ing care  and  for  whom  the  nursing  facility 
provides  an  alternative  to  continued  hos- 
pitalization. 

Home  health  care  services 
Payments  would  be  made  for  visiting  nurse 
services  and  for  other  related  home  health 
services  when  furnished  by  a  public  or  non- 
profit agency  in  accordance  with  a  plan  for 
the  patient's  care  that  is  established  and 
periodically  reviewed  by  a  physician.  Since 
the  nature  and  extent  of  the  care  a  pa- 
tient would  receive  would  be  planned  by  a 
physician,  medical  supervision  of  the  home 
health  services  furnished  by  paramedical 
personnel — such  as  nurses  or  physical  thera- 
pists— would  be  assured. 

Outpatient  diagnostic  services 
In  the  case  of  outpatient  hospital  diag- 
nostic services,  payment  could  generally  be 
made  for  any  tests  and  related  services  that 
are  customarily  furnished  by  a  hospital  to 
its  outpatients  for  the  purpose  of  diagnostic 
study.  Payment  would  only  be  made  for  the 
more  expensive  diagnostic  procedures  be- 
cause a  $20  deductible  amount  would  be  ap- 
plied for  each  30-day  period  during  which 
diagnostic  services  are  furnished. 

Patient's  need  and  economy  served 
The  bill  provides  payments  for  skilled 
nursing  facility  care,  home  health  agency 
services  and  hospital  outpatient  diagnostic 
studies  in  order  to  promote  the  economical 
use  of  hospital  inpatient  services.  In  doing 
so,  the  proposed  legislation  would  support 
the  efforts  of  the  health  professions  to  limit 
the  use  of  hospital  beds  to  the  acutely  ill 
who  need  intensive  care  and  to  make  more 
efficient  use  of  other  health  care  facilities. 
Moreover,  coverage  of  these  services  is  con- 
sistent with  the  recommendations  made  by 
authorities  who  have  studied  the  causes  and 
effects  of  improper  utilization  of  hospital 
care.  For  example,  the  availability  of  pro- 
tection against  the  costs  of  outpatient  hos- 
pital diagnostic  tests  would  avoid  providing 
an  Incentive  to  use  Inpatient  hospital  serv- 
ices in  order  to  obtain  coverage  of  the  cost 
of  diagnostic  services.  The  availability  of 
this  protection  would  also  give  support  to 
preventive  medicine  by  meeting  part  of  the 
costs  of  expensive  procedures  that  are  essen- 
tial in  the  early  detection  of  disease. 
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INCLUDED  AND  EXCLUDED  SERVICES 

Under  the  bill,  payment  would  be  limited 
to  health  services  which  are  essential  ele- 
ments of  the  services  provided  by  hospitals. 
Since  the  primary  purpose  of  the  proposal 
is  to  cover  hospital  costs  and  a  major  reason 
for  the  coverage  of  other  services  is  to  pro- 
vide economical  substitutes  for  hospitaliza- 
tion, the  proposed  legislation  is  framed  to 
permit  payment  for  skilled  nursing  facility, 
home  health,  and  hospital  outpatient  diag- 
nostic services  only  to  the  extent  that  they 
could  be  paid  for  if  furnished  to  a  hospital 
inpatient.  Thus  the  outer  limits  on  what 
the  proposed  program  would  pay  for  are  set 
by  the  scope  of  inpatient  hospital  services 
for  which  payment  could  be  made.  Services 
covered  outside  the- hospital  are  more  limited 
than  those  in  the  hospital.  Following  is  a 
description  of  the  various  services  for  which 
payment  would  be  made  under  the  bill. 

Room  and  board 

Payments  would  be  made  for  room  and 
board  in  hospital  and  skilled  nursing  facil- 
ity accommodations.  Generally  speaking, 
accommodations  for  which  payment  would 
be  made  would  consist  of  rooms  containing 
from  two  to  four  beds.  Covered  accommo- 
dations are  described  by  number  of  beds, 
rather  than  the  frequently  used  designation 
of  "semiprivate."  The  differences  that 
exist  among  hospitals  in  the  use  of  the  term 
"semiprivate"  would  create  an  undesirable 
lack  of  uniformity  of  benefits  provided. 

Payments  could  also  be  made  for  more 
expensive  accommodations  where  their  use 
is  medically  indicated.  Where  private  ac- 
commodations are  furnished  at  the  patient's 
request,  the  payments  that  woud  be  made 
would  be  the  equivalent  of  the  reasonable 
cost  of  accommodations  containing  two  to 
four  beds.  Room  and  board  would  not,  of 
course,  be  paid  for  where  the  beneficiary  is 
receiving  care  under  a  home  health  plan. 

Nursing  services 

Payments  would  cover  all  hospital  nurs- 
ing costs,  but  not  private  duty  nursing. 
Private  duty  nursing  would  not  be  paid 
for  since  it  can  be  expected  that  the  nurs- 
ing services  regularly  provided  by  hospitals 
and  skilled  nursing  facilities  which  would 
participate  in  the  program  would  almost  al- 
ways adequately  meet  the  nursing  needs  of 
their  patients. 

Payments  for  home  health  services  would 
only  cover  part-time  or  intermittent  nurs- 
ing care  such  as  that  provided  by  visiting 
nurses.  Where  more  or  less  continuing 
skilled  nursing  care  is  needed,  an  institu- 
tional setting  is  more  economical  and  gen- 
erally more  suitable. 

Physicians'  services 
The  cost  of  physicians'  services  would  not 
be  paid  for  under  the  proposal  except  for 


the  services  of  hospital  interns  and  resi- 
dents-in-training, and  for  the  professional 
component  of  certain  specified  ancillary 
hospital  services  described  below  under 
"Other  Health  Services." 

The  bill  would  cover  the  cost  of  the  serv- 
ices that  hospital  interns  and  residents-in- 
training  furnish  but  only  while  they  are 
participants  in  teaching  programs  that  are 
approved  by  the  American  Medical  Associa- 
tion's Council  on  Medical  Education  and 
Hospitals.  This  coverage  of  the  services  of 
interns  and  residents  is  in  agreement  with 
the  generally  accepted  principle  of  hospital 
payment  that  third  parties  should  contrib- 
ute a  fair  share  toward  the  hospital  costs — 
in  large  part  consisting  of  educational 
costs — of  interns  and  residents. 

Drugs 

Under  the  bill,  payment  could  be  made  for 
drugs  furnished  to  hospital  and  skilled  nurs- 
ing facility  patients  for  their  use  while  in- 
patients. The  bill  would  provide  payment 
for  drugs  which  are  approved  by  the  hospi- 
tal's pharmacy  committee  (or  its  equivalent) 
or  which  are  listed  in  the  "United  States 
Pharmacopoeia,"  "National  Formulary," 
"New  and  Non-Official  Drugs,"  or  "Accepted 
Dental  Remedies."  A  hospital's  drugs  must, 
of  course,  meet  the  standards  established  by 
these  formularies  in  order  for  the  hospital  to 
be  accredited  by  the  Joint  Commission  on 
Accreditation.  Assurance  of  satisfactory 
control  over  drugs  in  nursing  facilities  is  pro- 
vided through  the  requirement  that  the  nurs- 
ing facility-hospital  affiliation  agreement  in- 
clude provision  for  standards  on  use  of  drugs. 

The  drugs  prescribed  for  a  patient  as  part 
of  his  home  health  care  would  not  be  paid 
for  under  the  proposed  program.  The  deci- 
sion to  exclude  the  cost  of  drugs  from  home 
health  service  payments  is  part  of  the  more 
basic  decision  not  to  provide  coverage  of  drug 
and  other  outpatient  therapeutic  costs  un- 
der the  program.  The  coverage  of  drugs  out- 
side the  institutional  setting  would,  of 
course,  add  greatly  to  the  cost  of  the  program 
and  would  present  exceedingly  difficult  prob- 
lems in  limiting  payment  to  needed  drugs 
and  covering  the  payment  of  a  multitude  of 
small  bills  without  excessively  cumbersome 
and  expensive  administration. 

Supplies  and  appliances 

Under  the  proposal,  payment  would  be 
made  for  supplies  and  appliances  so  long  as 
they  are  a  necessary  part  of  the  covered 
health  services  a  patient  receives.  For  ex- 
ample, the  use  of  a  wheelchair,  crutches,  or 
prosthetic  appliances  could  be  paid  for  as 
part  of  hospital,  mirsing  facility,  or  home 
health  services  but  payments  would  not  be 
made  for  the  patient's  use  of  these  items 
upon  discharge  from  the  institution  or  upon 
completion  of  the  home  health  plan.  Extra 


items,  supplied  at  the  request  of  the  patient 
for  his  convenience,  such  as  telephones  in 
hospitals,  would  not  be  paid  for. 

Medical  social  services 

Payments  would  cover  the  cost  of  the  med- 
ical social  services  customarily  furnished  in 
a  hospital,  as  well  as  such  services  furnished 
in  a  skilled  nursing  facility  or  as  part  of  a 
home  health  plan.  Such  services  often  per- 
form the  important  function  for  the  aged  of 
facilitating  a  return  to  normal  life  at  home. 
Other  health  services 

Payment  would  be  made  for  the  various 
ancillary  services  customarily  furnished  as 
a  part  of  hospital  care,  including  various 
laboratory  services  and  X-ray  services  and 
use  of  hospital  equipment  and  personnel. 
Among  the  covered  services  would  also  be 
physical,  occupational,  and  speech  therapy. 
Payment  for  ancillary  services  would  cover 
the  costs  of  services  rendered  by  physicians 
in  four  specialty  fields — anesthesiology, 
radiology,  pathology  and  physiatry — where 
the  physician  furnishes  his  services  to  an 
inpatient  as  an  employee  of  the  hospital 
or  where  he  furnishes  them  under  an  ar- 
rangement with  the  hospital  which  specifies 
that  payment  to  the  hospital  for  the  serv- 
ices he  performs  discharges  all  liability  for 
payment  for  the  services.  Thus,  whether 
the  services  of  any  particular  specialist  are 
covered  would  depend  entirely  upon  the 
arrangement  between  the  physician  and  the 
hospital.  The  chart  below  lists  the  specific 
kinds  of  hospital  and  related  care  for  which 
payments  could  be  made  and  those  which 
would  not  be  covered. 

LIMITATIONS   ON  PAYMENT 

The  bill  includes  a  number  of  limitations 
on  the  payment  of  hospital  and  related  bene- 
fits, primarily  because  of  considerations  of 
cost  and  priorities  of  need. 

The  deductible  provisions  and  the  other 
limitations  on  inpatient  hospital  and  skilled 
nursing  home  payments  would  be  applied 
on  a  "benefit  period"  basis.  In  general,  the 
"benefit  period"  would  coincide  with  the 
beneficiary's  episode  of  illness.  Under  the 
proposal,  the  benefit  period  would  begin 
with  the  first  day  in  which  the  patient  re- 
ceives inpatient  hospital  services  for  which 
payments  could  be  made  and  would  end 
after  the  close  of  a  90-day  period  during 
which  he  was  neither  an  inpatient  in  a  hos- 
pital nor  a  skilled  nursing  home;  the  90  days 
need  not  be  consecutive,  but  they  must  fall 
within  a  period  of  not  more  than  180  con- 
secutive days.  This  limitation  is  designed 
to  provide  a  cutoff  point  in  the  payment  of 
benefits  for  persons  who  are  more  or  less 
continuously  institutionalized  persons  with- 
out, however,  denying  payment  for  persons 
who  suffer  repeated  episodes  of  serious  ill- 
ness. 


Health  services  and  supplies  that  could  be  paid  for  under  the  Hospital  Insurance  Act  of  1963 


Room  and  board  

General  duty  nursing  services 
rhysieians'  services..  


Physical,  occupational,  and  speech 
therapy. 

Medical  social  services..   

Drugs   


Other  services  and  supplies  neces- 
sary to  the  health  of  the  patient. 


Inpatient  hospital  benefits 


Skilled  nursing  facility 
benefits 


Coverage  limited  to  bed  and  board  in  a  2-4  bedroom  or  in  more 

expensive  accommodations  where  medically  required. 
Covered  (benefits  would  not  cover  private  duty  nursing)  


Outpatient  hospital  diagnostic 
benefits 


Not  applicable 
 do...  


Not  covered  except  where  furnished  by  an  intern  or  resident  in  training  in  the  course  of  an  AMA- 
approved  teaching  program,  or  where  the  services  are  in  the  field  of  pathology,  radiology, 
anesthesiology,  and  physical  medicine  and  are  rendered  through  the  hospital.  Services  fur- 
nished in  a  nursing  facility  by  interns  and  residents  in  training  under  an  AMA-approvcd 
teaching  program  of  the  hospital  with  which  the  nursing  facility  is  affiliated  would  be  covered. 

Covered      Not  applicable  


.do 
.do. 


Covered  if  the  hospital  cus- 
tomarily furnishes  them  to 
its  patients. 


Covered  if  generally  provided 
by  skilled  nursing  facilities. 


 do...   

Not  applicable  (except  as 
needed  for  diagnostic  study). 
Covered  if  customarily  fur- 
nished by  the  hospital  to 
outpatients  for  the  purpose 
of  diagnostic  study. 


Home  health  agency  benefits 


Not  covered. 

Coverage  limited  to  part-time  or  inter- 
mittent nursing  care. 

Not  covered  except  where  furnished  by 
an  intern  or  resident  in  the  course  (if 
an  AMA-approved  hospital  teaching 
program. 

Covered. 

Do. 
Not  covered. 

Medical  supplies  (other  than  drugs) 
and  the  use  of  appliances  are  covered. 
Also,  to  the  extent  permitted  by  reg- 
ulations, part-time  or  intermittent 
services  of  a  home  health  aid  would 
be  covered. 
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Duration  of  benefits 

The  maximum  number  ot  days  of  inpatient 
hospital  care  for  which  payment  could  be 
made  during  a  benefit  period  would  be  45,  90, 
or  180  days,  depending  on  the  combination  of 
duration  and  deductible  selected  by  the  bene- 
ficiary. Since  some  patients  need  extended 
skilled  nursing  care  after  hospitalization,  a 
maximum  of  180  days  of  skilled  nursing  care 
is  provided  for  each  benefit  period. 

Under  the  proposal,  as  many  as  240  home 
health  visits  could  be  paid  for  in  a  calendar 
year.  The  limitation  placed  on  the  payment 
of  home  health  benefits  is  written  in  terms 
of  "visits"  rather  than  "days."  Unlike  the 
institutional  patient,  people  receiving  home 
health  services  do  not  receive  health  care  on 
a  full-time  basis.  Home  health  services  in- 
volve periodic  visits  to  the  patient's  home  by 
therapists,  nurses,  and  other  professional  per- 
sonnel. The  amount  of  home  health  service 
which  Is  covered  would  be  unaffected  by 
whether  a  variety  of  services  is  offered  on 
the  same  day  or  different  days. 

Deductible  provisions 

Beneficiaries  who  prefer  first-dollar  cover- 
age could  obtain  such  coverage  by  electing 
the  45-day  option  with  no  deductible.  Those 
who  would  rather  have  protection  against 
the  costs  of  more  extended  stays  and  could 
budget  for  a  modest  deductible  could  choose 
the  90-day  option  or  the  180-day  option. 
Under  the  90-day  option  the  deductible 
amount  would  be  $10  a  day  for  up  to  9  days 
(with  a  minimum  of  $20) ;  under  the  180-day 
option  the  deductible  amount  would  be  the 
average  dally  cost  of  2y2  days  of  hospital  care. 

A  deductible  amount  of  $20  Is  also  applied 
against  payments  for  diagnostic  services  fur- 
nished within  a  30-day  period  primarily  to 
reduce  costs  and  to  avoid  processing  a  large 
volume  of  small  claims.  Thus  the  program 
provides  protection  against  the  cost  of  the 
more  expensive  procedures — not  only  the 
single  expensive  test  but  the  series  of  tests 
In  which  costs  add  up  to  large  amounts. 

CONDITIONS  TOE  PARTICIPATION  OF  PROVIDERS  OF 
HEALTH  SERVICES 

One  of  the  keys  to  determining  the  nature 
of  the  health  services  which  would  be  paid 
for  under  the  proposal  is  the  type  of  insti- 
tution which  may  participate  in  the  program. 
Therefore,  the  question  as  to  what,  for  pur- 
poses of  the  proposed  program,  is  a  hospi- 
tal, a  skilled  nursing  facility,  or  a  home 
health  agency  Is  of  considerable  significance. 
There  are  no  universally  accepted  definitions 
of  the  various  health  facilities.  The  type 
of  institution  providing  health  services  on 
which  there  is  closest  agreement  on  defini- 
tion is,  of  course,  the  hospital.  The  defini- 
tion of  a  health  institution  includes  within 
it  elements  related  to  the  quality  and  ade- 
quacy of  the  services  which  the  institution 
provides.  For  example,  one  of  the  condi- 
tions an  institution  must  meet  to  satisfy 
the  American  Hospital  Association  require- 
ments for  listing  as  a  hospital — the  same 
condition  which  would  have  to  be  met  before 
an  institution  could  participate  under  the 
program — 1b  provision  of  24-hour  nursing 
service  rendered  or  supervised  by  registered 
professional  nurses.  This  is  one  of  the  char- 
acteristics that  differentiates  a  hospital  from 
other  institutions;  in  addition,  of  course,  an 
institution  which  does  not  meet  this  condi- 
tion cannot  offer  adequate  services  as  a  hos- 
pital. 

The  bill  therefore  spells  out  the  conditions 
that  an  institution  must  meet  in  order  to 
participate  in  the  program.  These  condi- 
tions offer  some  assurance  that  participat- 
ing institutions  have  the  facilities  necessary 
for  the  provision  of  adequate  care.  Also, 
the  inclusion  of  these  conditions  is  a  pre- 
cautionary measure  designed  to  prevent  the 
program  from  having  the  «ffect  of  undercut- 
ting the  efforts  of  the  various  professional 


accrediting  organizations  sponsored  by  the 
medical  and  hospital  associations,  Blue  Cross 
plans,  and  State  agencies  to  improve  the 
quality  of  care  In  hospitals  and  nursing 
homes.  To  provide  payments  to  institutions 
for  services  of  quality  lower  than  are  now 
generally  acceptable  might  provide  an  in- 
centive to  create  low-quality  Institutions  as 
well  as  an  inducement  for  existing  facilities 
to  strive  less  hard  to  meet  the  requirements 
of  other  programs. 

Specific  conditions  for  participation  of 
hospitals 

An  institution,  to  meet  the  definition  of  a 
hospital,  must  (a)  be  primarily  engaged  in 
providing  diagnostic  and  therapeutic  serv- 
ices or  rehabilitation  services,  (b)  maintain 
clinical  records,  (c)  have  bylaws  in  effect 
for  its  medical  staff,  (d)  provide  24-hour 
nursing  service  rendered  or  supervised  by 
registered  professional  nurses,  (e)  have  in 
effect  a  hospital  utilization  review  plan,  and 
(f)  be  licensed  or  approved  under  the  ap- 
plicable local  law.  In  addition,  the  institu- 
tion must  meet  certain  health  and  safety 
requirements  to  be  established  by  the  Sec- 
retary of  Health,  Education,  and  Welfare. 

These  specified  conditions  provide  a  basic 
definition  of  a  hospital  and  embody  mini- 
mum requirements  of  safety,  sanitation,  and 
quality.  As  such,  they  are  fully  In  accord 
with  the  established  principles  and  objec- 
tives of  professional  hospital  organizations. 
The  requirement  that  there  be  bylaws  in 
effect  for  the  hospital's  medical  staff — in- 
cluded at  the  specific  suggestion  of  repre- 
sentatives of  the  American  Hospital  As- 
sociation— is  intended  to  assure  that  the 
hospital's  staff  of  physicians  would  be  orga- 
nized in  the  professionally  acceptable  man- 
ner characteristic  of  most  hospitals.  Such  a 
requirement  would  encourage  the  fullest 
contribution  by  medical  staff  to  the  opera- 
tion of  the  hospital  and  to  the  quality  of 
medical  services  furnished  by  the  individual 
staff  members. 

Under  the  bill,  hospitals  accredited  by  the 
Joint  Commission  on  Accreditation  of  Hos- 
pitals would  be  conclusively  presumed  to 
meet  all  the  statutory  conditions  for  partici- 
pation, save  that  for  utilization  review. 
However,  in  the  event  the  Joint  Commission 
adopts  a  requirement  for  utilization  review 
accredited  hospitals  could  be  presumed  to 
meet  all  the  statutory  conditions.  Linking 
the  conditions  for  participation  to  the  re- 
quirements of  the  Joint  Commission  provides 
assurance  that  only  professionally  estab- 
lished conditions  would  have  to  be  met  by 
providers  of  health  services  which  seek  to 
participate  in  the  program. 

Health  and  safety  standards 
Under  the  bill,  the  Secretary  of  Health, 
Education,  and  Welfare  would  have  the  au- 
thority to  prescribe  conditions  in  addition 
to  those  specifically  listed  (only,  however, 
in  the  case  of  hospitals,  to  the  extent  that 
these  conditions  have  been  incorporated  into 
the  requirements  of  the  Joint  Commission 
on  Accreditation  of  Hospitals)  where  such 
additional  conditions  are  found  to  be  neces- 
sary in  the  interest  of  the  health  and  safe- 
ty of  beneficiaries.  This  authority  is  pro- 
posed because  it  would  be  Inappropriate  and 
unnecessary  to  Include  in  a  Federal  law  all  of 
the  precautions  against  fire  hazards,  conta- 
gion, etc.,  which  should  be  required  of  insti- 
tutions to  make  them  safe.  Payment  for 
services  in  institutions  where  there  are  fire 
and  health  hazards  could  seriously  under- 
mine the  efforts  of  State  health  departments 
and  professional  groups  to  eliminate  danger- 
ous conditions  in  health  care  Institutions. 

States  could  require  higher  standards 
The  national  minimum  conditions  for  par- 
ticipation by  providers  of  health  services 
could  vary  for  different  areas  and  classes  of 
institutions.  If  a  State  decided,  for  example, 
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that  all  nursing  facilities  within  Its  Jurisdic- 
tion should  satisfy  higher  requirements  than 
are  stipulated  for  use  generally  In  all  States 
and  requested  that  certain  specified  higher 
requirements  be  applied  with  respect  to  in- 
stitutions within  Its  Jurisdiction,  the  Secre- 
tary of  HEW  would  have  the  authority  to 
apply  these  State  rules  In  the  Federal  pro- 
gram. Thus  the  Federal  program  could  sup- 
port the  States  in  their  efforts  to  improve 
conditions  in  institutions.  In  no  event, 
however,  could  the  conditions  for  participa- 
tion of  hospitals  go  beyond  those  required 
for  accreditation  by  the  Joint  Commission  on 
Accreditation  of  Hospitals. 

The  States  would  have  the  function  of  ap- 
plying the  requirements  for  participation  in 
the  Federal  program  to  the  institutions  with- 
in their  Jurisdictions.  In  this  way,  too,  the 
States  would  have  the  opportunity  to  coordi- 
nate their  current  efforts  in  appraising  the 
quality  of  institutions  with  functions  which 
would  be  performed  under  the  proposal. 

The  conditions  for  participation  were 
framed  so  that  medically  supervised  rehabili- 
tation facilities  could  qualify  either  as  hos- 
pitals or  nursing  facilities.  Some  rehabili- 
tation facilities  are  for  all  intents  and 
purposes  hospitals  and  in  fact  some  are  li- 
censed as  hospitals.  Others  are  more  like 
skilled  nursing  facilities  than  hospitals  in  the 
extent  of  their  medical  supervision,  staffing, 
and  scope  of  service.  An  institution  of  either 
type,  which  conducts  a  program  of  rehabili- 
tating disabled  people,  could  participate  in 
the  program  by  meeting  the  conditions  speci- 
fied in  the  bill  for  a  hospital  or  a  nursing 
facility. 

Mental  and  tuberculosis  hospitals  excluded 
Under  the  bill,  institutions  providing  care 
primarily  for  mental  or  tuberculosis  patients 
are  excluded  from  participation.  The  main 
reason  for  this  exclusion  is  that  most  of  these 
hospitals  are  public  institutions  and  are  sup- 
ported by  public  funds.  Nor  did  it  seem 
reasonable  to  cover  private  but  not  public 
institutions.  It  should  be  kept  In  mind  that 
the  care  provided  by  general  hospitals  to  per- 
sons afflicted  with  mental  disease  or  tuber- 
culosis would  be  included.  If  a  patient  in 
a  mental  or  tuberculosis  institution  were  to 
go  to  a  general  hospital  to  receive  care,  the 
care  would  be  paid  for  under  the  program. 

Requirement  for  review  of  utilization  of 
services 

The  hospital  utilization  review  plan  re- 
quired for  participation  in  the  program  must 
provide  for  a  review  of  admissions,  length 
of  stays,  and  the  medical  necessity  for  serv- 
ices provided  as  well  as  the  efficient  use  of 
services  and  facilities.  Such  a  review  of  each 
admission  of  a  beneficiary  must  be  made 
within  1  week  following  the  21st  day  of  each 
period  of  continuous  hospitalization,  and 
subsequently  at  such  intervals  as  may  be 
specified  in  regulations.  In  the  event  of  an 
unfavorable  finding  the  review  group  must 
notify  the  attending  physician  of  its  findings 
and  provide  an  opportunity  for  consultation 
between  the  committee  and  the  physician. 
The  utilization  review  plan  of  a  hospital 
would  also  be  extended  to  include  review  of 
admissions  and  length  of  stays  in  a  skilled 
nursing  facility  which  is  affiliated  or  under 
common  control  with  the  hospital. 

These  provisions  with  respect  to  utiliza- 
tion review  mechanisms  follow  the  kind  of 
recommendations  for  utilization  review  that 
have  been  made  by  private  study  groups. 
State  medical  societies,  and  State  agencies. 
The  utilization  review  requirement  in  the 
bill  provides  that  not  only  would  hospital 
staff  reviews  meet  the  requirement  but  other 
physician  review  arrangements  outside  the 
hospital  would  be  acceptable  for  purposes  of 
the  program  as  well.  Furthermore,  if  and 
when  the  Joint  Commission  includes  a  uti- 
lization review  requirement  for  accreditation. 
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accreditation  by  the  Joint  Commission  could 
be  accepted  by  the  Secretary  as  sufficient 
evidence  that  the  provider  meets  the  require- 
ments of  the  law. 

Conditions  for  participation  of  nursing 
facilities 

To  meet  the  definition  of  a  "skilled  nurs- 
ing facility"  an  institution  (or  a  distinct 
part  of  an  institution)  must,  in  addition  to 
being  affiliated  or  under  common  control  with 
a  participating  hospital,  (a)  primarily  pro- 
vide skilled  nursing  care  for  patients  requir- 
ing planned  medical  or  nursing  care,  or 
rehabilitation  services,  (b)  have  medical  poli- 
cies established  by  a  professional  group  (in- 
cluding one  or  more  physicians  and  one  or 
more  registered  professional  nurses)  with  a 
requirement  that  each  patient  be  under  a 
physician's  care,  (c)  be  under  a  physician's 
or  registered  nurse's  supervision,  (d)  main- 
tain clinical  records,  (e)   provide  24-hour 
nursing  services  rendered  or  supervised  by  a 
registered  professional  nurse,  (f )  operate  un- 
der the  utilization  review  plan  of  the  hospi- 
tal with  which  It  is  affiliated,  and  (g)  be 
licensed  or  otherwise  be  approved  as  required 
under  applicable  local  law.    Nursing  facili- 
ties must  also  meet  such  conditions  essen- 
tial to  health  and  safety  as  may  be  found 
necessary.    Some  Institutions  operating  as 
nursing  facilities  are  not  engaged  primarily 
In  the  furnishing  of  skilled  nursing  care  for 
patients  who  require  planned  medical  or 
nursing  care  but  rather  furnish  primarily 
personal  care.   However,  If  a  nursing  or  in- 
firmary section  were  a  distinct  part  of  such 
a  facility  and  were  primarily  engaged  in  pro- 
viding skilled  nursing  care,  and  met  the  other 
conditions  for  participation,  this  section  of 
the  facility  would  be  treated  as  a  skilled 
nursing  facility.    Many  hospitals,  too,  have 
long-term  care  wings  which  could  participate 
as  nursing  facilities. 

As  in  the  case  of  hospitals,  these  conditions 
describe  the  essential  elements  necessary  for 
an  institutional  setting  In  which  adequate 
skilled  nursing  services  are  provided.  Gen- 
erally, institutions  which  provide  skilled 
nursing  services  to  patients  who  require  con- 
tinuing planned  nursing  care  would  be  able 
to  meet  these  conditions.  While  many  exist- 
ing nursing  facilities  could  not  meet  these 
conditions  because  they  generally  provide, 
exclusively  or  primarily,  domiciliary  or  cus- 
todial care  and  not  skilled  nursing  care,  the 
proposal  would  encourage  such  facilities  to 
take  the  necessary  steps  to  qualify. 

Hospital-affiliation  requirement 
The  requirement  of  hospital  affiliation — 
intended  to  provide  assurance  that  payment 
would  be  made,  only  to  skilled  nursing  facili- 
ties having  adequate  medical  supervision — 
will  serve  to  encourage  facilities  to  enter  into 
arrangements  which  many  experts  in  health 
care  believe  will  have  (and  where  attempted 
have  had)  success  in  improving  the  quality 
of  their  services.  A  facility  would  be  deemed 
to  be  affiliated  with  a  hospital  If,  by  reason 
of  a  written  agreement,  (a)  the  facility  op- 
erates under  standards,  with  respect  to  its 
skilled  nursing  services,  clinical  records  and 
use  of  drugs,  which  are  jointly  established 
by  the  hospital  and  the  facility,  (b)  ar- 
rangements exist  for  timely  transfer  of  pa- 
tients, and  (c)  the  hospital's  utilization  re- 
view plan  applies  in  all  respects  to  the  serv- 
ices furnished  by  the  facility. 

Conditions  for  participation  of  home  health 
agencies 

To  meet  the  definition  of  a  home  health 
agency  an  organization  must  (a)  be  a  public 
agency  or  a  nonprofit  organization  exempt 
from  Federal  taxation  under  section  501  of 
the  Internal  Revenue  Code  of  1954,  (b)  be 
primarily  engaged  in  providing  skilled  nurs- 
ing or  other  therapeutic  services,  (c)  have 
medical  policies  established  by  a  professional 
group  (including  one  or  more  physicians  and 
one  or  more  registered  professional  nurses), 


(d)  maintain  clinical  records,  and  (e)  be 
licensed  or  approved  under  applicable  local 
law.  As  in  the  case  of  hospitals  and  nursing 
homes,  home  health  agencies  would  also  have 
to  meet  further  conditions  to  the  extent  they 
are  found  necessary  In  the  interest  of  the 
health  and  safety  of  the  patients. 

Home  health  services  covered 
The  conditions  for  participation  of  home 
health  agencies  are  designed  primarily  to 
provide  assurance  that  agencies  participating 
in  the  program  are  basically  suppliers  of 
health  services.  The  bill  would  cover  visiting 
nurse  organizations  as  well  as  agencies  spe- 
cifically established  to  provide  a  wide  range 
of  organized  home  health  services.  The  pro- 
vision of  services  under  such  agencies  is  now 
only  In  the  initial  stage  of  development. 
The  services  covered  are  based  on  the  prac- 
tices of  the  agencies  now  in  existence  which 
furnished  a  broad  range  of  organized  home 
health  services  which  may  be  used  as  a  sub- 
stitute for  continued  hospital  care.  These 
agencies,  while  few  and  generally  of  recent 
origin,  have  established  excellent  records  of 
operation  so  that  it  seems  reasonable  to  ex- 
pect new  providers  of  services  to  adopt  the 
pattern  of  organization  found  successful  thus 
far.  These  home  health  service  agencies 
offer  primarily  visiting  nurse  services  but 
many  offer  other  therapeutic  services. 

PAYMENT    TO  PROVIDERS 

Under  the  bill,  the  provision  for  paying 
for  covered  services  follow  the  recommenda- 
tions of  the  American  Hospital  Association; 
that  is,  payments  to  providers  of  service 
would  be  made  on  the  basis  of  the  reasonable 
cost  of  services  furnished.  The  Secretary 
would  be  authorized  to  develop  a  method  or 
methods  of  determining  costs  and  to  provide 
for  payment  on  a  per  diem,  per  unit,  per 
capita,  or  other  basis,  as  most  appropriate 
under  the  circumstances.  The  principles  for 
reimbursing  hositals  developed  by  the 
American  Hospital  Association  provide  a  basis 
for  determining  how  costs  should  be  com- 
puted. However,  since  the  elements  of  cost 
are,  to  some  extent,  different  for  different 
types  of  providers  of  health  services — for  ex- 
ample, hospitals  as  contrasted  to  skilled 
nursing  facilities — a  number  of  alternative 
methods  of  computing  costs  are  permitted  so 
that  variations  in  practices  may  be  taken  into 
account.  In  computing  reimbursement  on  a 
"reasonable  cost"  basis,  the  program  would 
be  following  practices  with  respect  to  rea- 
sonable cost  reimbursement  already  well  es- 
tablished and  accepted  by  hospitals  in  their 
dealings  with  other  Federal  and  State  pro- 
grams and  with  Blue  Cross. 

EXCLUSION    OP   FEDERAL  HOSPITALS 

No  payment  would  be  made  to  a  Federal 
hospital,  except  for  emergency  services,  un- 
less it  is  providing  services  to  the  public 
generally  as  a  community  hospital — a  rare 
situation,  but  the  exclusion  of  such  institu- 
tions would  be  a  hardship  to  beneficiaries 
in  the  localities  involved.  Also,  payment 
would  not  be  made  to  any  provider  for  serv- 
ices it  is  obligated  to  render  at  public  ex- 
pense under  Federal  law  or  contract.  The 
purpose  of  this  exclusion  is  to  assure  that 
Federal  hospitals  would  not  be  used  to  fur- 
nish care  under  the  program  as  well  as  to 
avoid  payment  for  services  which  are  fur- 
nished under  other  Government  programs  to 
veterans,  military  personnel,  etc.  Further- 
more, this  exclusion  would  have  the  effect  of 
reducing  future  need  for  Federal  hospitals 
for  veterans  and  retired  members  of  the 
Armed  Forces  and  place  more  emphasis  on 
the  use  of  voluntary  hospitals  for  their  care. 

EMERGENCY  SERVICES 

Payment  could  be  made  to  nonpartlcipat- 
ing  hospitals  for  emergency  inpatient  hos- 
pital services — or  emergency  outpatient  diag- 
nostic service — if  the  hospital  agrees  not  to 
make  any  charges  to  the  beneficiary  with  re- 


spect to  the  emergency  services  for  which 
payment  is  provided.  The  proposal  does  not 
cover  use  of  the  emergency  ward  for  out- 
patient purposes  except  where  the  diagnostic 
service  provision,  subject  to  the  $20  deduc- 
tible, applies. 

AGREEMENTS  BY  PROVIDERS 

Any  eligible  provider  may  participate  in 
the  proposed  program  if  it  files  an  agreement 
not  to  charge  any  beneficiary  for  covered 
services  and  to  make  adequate  provision  for 
refund  of  erroneous  charges.  Of  course,  a 
provider  could  bill  a  beneficiary  for  the 
amount  of  the  deductible,  and  for  the  por- 
tion of  the  charge  for  expensive  accommo- 
dations or  services  supplied  at  the  patient's 
request  and  not  paid  for  under  the  proposal. 

An  agreement  may  be  terminated  by  either 
the  provider  of  service  or  the  Secretary  of 
Health,  Education,  and  Welfare.  The  Sec- 
retary may  terminate  an  agreement  only  if 
the  provider  (a)  does  not  comply  with  the 
provisions  of  law  or  the  agreement,  (b)  Is  no 
longer  eligible  to  participate,  or  (c)  fails 
to  provide  data  to  determine  benefit  eligibil- 
ity or  costs  of  services  or  refuses  access  to 
financial  records  for  verification  of  bills. 

ADMINISTRATION 

As  in  the  case  of  other  benefits  under  the 
social  security  system,  overall  responsibility 
for  administration  of  the  hospital  and  re- 
lated benefits  would  rest  with  the  Secretary 
of  Health,  Education,  and  Welfare.  Similar 
responsibility  for  railroad  retirement  annui- 
tants rests  with  the  Railroad  Retirement 
Board.  Agreements  by  hospitals  and  other 
providers  with  the  Secretary  would  be  made 
on  behalf  of  both  the  Secretary  and  the 
Board. 

The  bill  provides  for  the  establishment  of 
an  Advisory  Council  to  advise  the  Secretary 
on  administrative  policy  matters.  The  Ad- 
visory Council,  appointed  by  the  Secretary, 
would  consist  of  a  chairman  and  13  members 
who  are  not  otherwise  employees  of  the  Fed- 
eral Government.  To  assure  representation 
of  the  health  professions,  four  or  more  mem- 
bers of  the  Advisory  Council  would  be  per- 
sons outstanding  in  hospital  or  other  health 
activities. 

The  Secretary  would  also  be  required  to 
consult  with  appropriate  State  agencies,  na- 
tional and  State  associations  of  providers 
of  services,  and  recognized  national  accredit- 
ing bodies.  These  efforts  would  be  especially 
oriented  to  the  development  of  policies,  op- 
erational procedures  and  administrative  ar- 
rangements of  mutual  satisfaction  to  all 
parties  interested  in  the  program.  This  con- 
sultation at  the  local  and  national  level 
would  also  provide  additional  assurance  that 
varying  conditions  of  local  and  national 
significance  are  taken  into  account. 

ROLE  OF  THE  STATES 

Under  the  bill  the  Secretary  is  authorized 
to  use  State  agencies  to  perform  certain 
administrative  functions.  It  is  expected  that 
the  Secretary  would  exercise  this  authority 
fully,  and  it  is  believed  that  all  States  would 
be  willing  and  able  to  assume  these  respon- 
sibilities.   State  agencies  would  be  used  in 

(a)  determining  whether  and  certifying  to 
the  Secretary  that  a  provider  meets  condi- 
tions for  participation  in  the  program;  and 

(b)  rendering  consultative  services  to  pro- 
viders to  assist  them  in  meeting  the  con- 
ditons  for  participation,  in  establishing  and 
maintaining  necessary  fiscal  records  and  in 
providing  information  necessary  to  derive 
operating  costs  so  as  to  determine  amounts 
to  be  paid  for  the  provider's  services. 

State  agencies  would  be  reimbursed  for 
the  costs  of  activities  they  perform  in  the 
program.  As  In  the  cooperative  arrange- 
ments with  State  agencies  in  the  social  secu- 
rity disability  program,  reimbursement  to 
State  agencies  for  hospital  insurance  bene- 
fits activities  would  meet  the  agency's  re- 
lated costs  of  administrative  overhead  as 
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well  as  of  staff.  In  recognition  of  the  need 
for  coordination  of  the  various  programs 
in  the  States  that  have  to  do  with  payment 
for  health  care,  quality  of  care,  and  the 
distribution  of  health  services  and  facilities, 
the  Federal  Government  would  pay  a  fair 
share  of  the  State  agency's  costs  attributable 
to  planning  and  other  efforts  directed  toward 
the  coordination  of  the  agency's  activities 
under  the  proposed  program. 

What  Is  contemplated  in  administration 
of  the  insurance  program  is  a  Federal-State 
relationship  under  which  each  governmental 
entity  performs  those  functions  for  which  it 
is  best  equipped  and  most  appropriately 
suited.  State  governments  license  health  fa- 
cilities and  State  public  health  authorities 
generally  Inspect  these  facilities  to  deter- 
mine whether  they  are  conforming  with  the 
requirements  of  the  State  licensure  law.  In 
addition.  State  programs  purchase  care  from 
providers  of  health  services.  On  the  basis  of 
experience  and  function.  State  agencies 
would  assist  the  Federal  Government  in  de- 
termining which  providers  of  health  serv- 
ices conform  to  prescribed  conditions  for 
participation.  Furthermore,  where  an  insti- 
tution or  organization  that  has  not  yet 
qualified  needs  consultative  services  in  or- 
der to  determine  what  steps  may  be  appro- 
priately taken  to  permit  qualification,  such 
consultative  services  would  be  furnished  by 
the  State  health  or  other  appropriate  State 
agency.  Other  types  of  consultative  serv- 
ices closely  related  to  conditions  of  the  hos- 
pital benefits  program  or  similarly  related 
to  State  programs  and  requirements  should 
logically  be  provided  for  or  coordinated  in 
the  State  agency.  There  may,  of  course,  be 
situations  where  a  State  is  unwilling  or  un- 
able to  perform  some  or  all  of  these  certifi- 
cations and  consultative  services.  In  any 
such  situation,  the  Secretary  will  have  to 
make  other  provisions  to  carry  on  these 
activities. 

ROLE  OP  PRIVATE  ORGANIZATIONS 

The  bill  would  provide  the  opportunity  for 
considerable  participation  by  private  organi- 
zations in  the  administration  of  the  pro- 
gram. Groups  of  providers,  or  associations 
of  providers  on  behalf  of  their  members, 
would  be  permitted  to  designate  a  private 
organization  to  act  as  an  intermediary  be- 
tween themselves  and  the  Federal  Govern- 
ment. The  designated  organization  would 
determine  the  amounts  of  payments  due 
upon  presentation  of  provider  bills  and  make 
such  payments.  In  addition,  such  organiza- 
tions could  be  authorized,  to  the  extent  the 
Secretary  considers  it  advantageous,  to  per- 
form other  related  functions  such  as  audit- 
ing provider  records  and  assisting  in  the  ap- 
plication of  utilization  safeguards.  Such 
activities  are  likely  to  prove  advantageous 
where  private  organizations  have  developed 
experience  and  skill  in  these  activities.  The 
Government  would  provide  advances  of 
funds  to  such  organizations  for  purposes  of 
benefit  payments  and  as  a  working  fund  for 
administrative  expenses,  subject  to  account 
and  settlement  on  a  cost-incurred  basis. 

The  principle  advantage  hospitals  and 
other  providers  of  services  would  find  in  an 
arrangement  of  this  sort  would  be  that  the 
policies  and  procedures  of  the  Federal  pro- 
gram would  be  applied  by  the  same  private 
organizations  which  administer  the  existing 
health  insurance  programs  from  which  pro- 
viders now  receive  payments.  The  partici- 
pation of  Blue  Cross  plans  and  similar  third- 
party  organizations  would  have  advantages 
that  go  beyond  the  benefits  derived  from 
their  experience  in  dealing  with  various 
types  of  providers  of  services.  Such  private 
organizations,  serving  as  intermediaries  be- 
tween the  Government  and  the  providers, 
would  reduce  the  concern  expressed  by  some 
people  that  the  Federal  Government  might 
try  to  interfere  in  hospital  affairs. 


OPTION  TO  INDIVIDUAL  TO   OBTAIN  PRIVATE 
INSURANCE 

A  guiding  principle  In  the  formulation  of 
the  program  Is  the  desirability  of  encourag- 
ing private  insurance  to  play  the  same  com- 
plementary role  to  hospital  Insurance  for  the 
aged  under  social  security  that  it  has  played 
under  the  retirement,  death,  and  disability 
benefit  provisions  of  the  social  security  pro- 
gram. It  was  in  part  because  of  this  prin- 
ciple that  the  decision  was  made  to  provide 
a  program  oriented  toward  meeting  only  the 
major  costs  of  hospitalization.  It  was  as- 
sumed that  with  social  security  providing 
basic  protection  of  this  form  beneficiaries 
would  obtain  additional  private  supplemen- 
tary protection  and  private  carriers  would 
seek  to  provide  such  protection.  While  the 
hospital  insurance  protection  that  would  be 
provided  by  social  security  would  be  signifi- 
cant and  substantial,  it  would  not  cover  all 
of  the  health  costs  that  are  capable  of  being 
insured  against. 

Under  the  bill,  therefore,  the  Secretary 
would  be  required  to  consult  with  and  fur- 
nish assistance  to  providers  of  services,  pri- 
vate Insurance  carriers.  State  agencies  and 
other  appropriate  private  and  public  organi- 
zations in  order  to  encourage  and  help  them 
to  develop  and  make  generally  available  to 
the  aged  supplementary  private  insurance 
protection. 

FINANCING 

To  pay  for  the  proposed  hospital  insurance 
benefits  for  persons  under  the  social  security 
system,  the  social  security  contribution  rate 
would  be  increased  by  one-fourth  of  1  per- 
cent each  for  employees  and  employers  and 
four-tenths  of  1  percent  for  the  self-em- 
ployed; the  amount  of  earnings  subject  to 
contributions  would  be  increased  from  $4,800 
to  $5,200  a  year.  The  additional  Income  to 
the  program  would  be  allocated  for  hospital 
Insurance,  except  for  that  part  of  the  income 
from  the  increased  earnings  base  which 
would  be  allocated  to  pay  for  higher  old-age, 
survivors,  and  disability  insurance  monthly 
benefits  for  persons  earning  over  $4,800  a 
year.  The  amount  of  a  social  security  ben- 
efit is  based  on  the  worker's  average  earnings 
covered  under  the  program.  With  an  In- 
crease in  the  covered  earnings  to  $5,200,  a 
worker's  maximum  monthly  cash  benefit 
would  ultimately  rise  to  $134  instead  of 
$127  and  the  maximum  family  benefit  to  $268 
instead  of  $254  as  under  present  law. 

The  following  examples  illustrate  the  effect 
of  the  proposed  changes  in  the  contributions : 
A  worker  earning  $2,400  a  year  would  pay  an 
additional  $6  a  year  and  a  worker  earning 
$4,800  an  additional  $12  a  year.  A  worker 
earning  $5,200  or  more  would  pay  an  addi- 
tional $27.50  a  year,  of  which  $17.68  would 
go  for  hospital  insurance. 

A  corresponding  increase  would  be  made 
in  the  contribution  rates  under  the  Rail- 
road Retirement  Act  to  pay  for  the  hospital 
insurance  benefits  for  persons  covered  under 
that  act.  The  cost  of  the  benefits  for  per- 
sons not  insured  under  the  social  security 
or  railroad  retirement  systems  would  be 
borne  by  general  revenue  of  the  Treasury. 

Separate  trust  fund 
Under  the  proposal  there  would  be  a  sepa- 
rate trust  fund  for  the  hospital  insurance 
program,  in  addition  to  the  present  old-age 
and  survivors  insurance  trust  fund  and  the 
disability  insurance  trust  fund.  Under  the 
proposed  law,  hospital  Insurance  benefits 
could  be  paid  only  from  the  hospital  insur- 
ance trust  fund,  just  as  under  present  law 
disability  insurance  benefits  can  be  paid 
only  from  the  disability  insurance  trust 
funds. 

The  income  to  the  hospital  insurance  trust 
fund  is  estimated  actuarially  to  meet  the 
costs  Into  the  Indefinite  future.  Estimated 
contribution  income  to  the  new  trust  fund 
for  1965  would  total  $1.4  billion  and  estl- 
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mated  expenses  $1  billion.  Payments  made 
on  behalf  of  persons  who  are  not  eligible  for 
social  security  or  railroad  retirement  bene- 
fits would  not  be  made  from  the  trust  fund 
but  directly  from  general  revenue  of  the 
Treasury. 

EFFECTIVE  DATES 

The  increases  in  social  security  contribu- 
tion rates  and  in  the  amount  of  annual  earn- 
ings subject  to  contributions  would  take 
effect  on  January  1,  1965.  Benefits  would  be 
payable  for  covered  hospital  and  related 
health  services  furnished  after  that  date,  ex- 
cept for  skilled  nursing  facility  services,  for 
which  the  effective  date  would  be  July  1, 
1965. 

CONCLUSION 

Very  properly  there  has  been  considerable 
interest  in  the  effect  that  a  social  security 
hospital  insurance  program  would  have  on 
the  quality  of  medical  care.  A  number  of 
our  Nation's  leading  physicians  and  educa- 
tors believe  that,  to  the  extent  that  it  would 
have  any  effect  on  medical  care,  the  pro- 
posed program  would  lead  to  medical  care 
of  higher  quality. 

In  a  statement  issued  by  the  Physicians 
Committee  for  Health  Care  for  the  Aged 
Through  Social  Security,  these  doctors  made 
the  following  points : 

First,  a  health  insurance  program  for  the 
aged  financed  and  administered  through 
social  security  would  greatly  assist  the  aged 
to  get  better  health  care.  The  fear  that  a 
large  hospital  expense  may  be  in  the  offing 
undoubtedly  deters  many  older  people  from 
seeking  needed  care.  Also,  the  patient's 
finances  would  be  less  a  consideration  in  the 
physician's  decision  to  advise  hospitalization, 
post-hospital  convalescence  in  a  skilled 
nursing  facility,  home  health  services,  or  an 
expensive  diagnostic  series.  By  removing 
some  of  the  economic  deterrents  to  obtaining 
appropriate  care,  the  measure  would  pro- 
mote earlier  utilization  of  health  services. 

Second,  the  measure  would  be  an  incentive 
to  improvement  in  the  quality  of  care  pro- 
vided by  nursing  homes.  About  40  percent 
of  nursing  home  beds  have  been  classified  by 
States  as  unacceptable  on  the  basis  of  fire 
and  health  hazards.  Many  other  nursing 
homes  provide  inadequate  nursing  care. 
With  participation  in  the  proposed  health 
insurance  program  open  only  to  skilled 
nursing  facilities  with  a  hospital  affiliation, 
those  participating  would  serve  as  much- 
needed  models  for  the  improvement  of  other 
nursing  homes. 

Third,  the  principle  of  free  choice  of  insti- 
tution would  be  made  more  meaningful,  and 
continuous  supervision  of  patient  care  by 
private  physicians  would  be  facilitated.  The 
county  hospital  for  indigents,  with  choice 
limited  to  county  physicians,  would  no 
longer  be  the  fate  of  many  elderly  people. 

Finally,  by  paying  for  the  full,  reasonable 
cost  of  the  covered  hospital  services  the 
elderly  receive,  the  proposed  program  would 
put  hospitals  on  a  much  more  solid  financial 
footing  and  make  improvements  possible  that 
the  hospitals  now  cannot  afford. 

Mr.  JAVTTS.  Mr.  President,  will  the 
Senator  yield? 

Mr.  ANDERSON.  I  am  happy  to  yield 
to  the  able  Senator  from  New  York. 

Mr.  JAVITS.  First,  before  saying  any- 
thing else,  I  should  like  to  say  that  I 
have  worked  with  many  Senators  and 
many  Members  of  the  House,  but  never 
with  greater  harmony,  friendship, 
warmth,  and  understanding  than  I  have 
with  the  very  distinguished  Senator  from 
New  Mexico  in  the  matter  of  medicare 
for  the  aged. 

I  am  not  happy  about  the  fact  that  the 
administration  has  put  in  its  bill.  I  am 
pleased  to  know  that  the  Senator  is 
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handling  the  matter  again.  I  am  not 
happy  about  the  fact  that  we  could  not 
join  in  the  administration's  proposal, 
and  had  to  put  in  our  own  bill. 

I  see  no  closed  minds  in  this  matter. 
I  believe  the  difference  on  the  option 
question  is  resolvable.  I  will  certainly, 
as  I  did  before,  lend  myself  to  any  means 
to  resolve  it,  because  I  think  this  measure 
is  going  to  need  every  vote  it  can  get.  I 
deeply  believe  the  margin  may  again  be 
small,  this  time  on  our  side,  and  there- 
fore it  is  important  to  arrive  at  the 
agreed-on  bill  in  the  interest  of  the 
measure  itself. 

I  should  like  to  say  to  the  Senator  from 
New  Mexico  that,  having  now  established 
our  position,  there  is  a  medical  task  force 
which  is  working  on  this  subject.  It  has 
already  received  a  modest  amount  of 
financing,  and  with  that  establishment 
I  had  something  to  do.  Its  composition 
would  satisfy  anyone,  being  composed  of 
doctors,  hospital  administrators,  and 
former  Secretaries  of  Health,  Education, 
and  Welfare. 

I  will  do  my  utmost  to  accelerate  the 
report  to  be  submitted  by  this  group. 
That  report  was  expected  to  be  submitted 
on  April  1.  Under  the  circumstances  it 
might  come  sooner.  I  am  hopeful  that 
perhaps  in  this  way  we  will  find  a  way 
in  which  we  can  arrive  at  a  meeting  of 
minds  on  this  subject. 

I  took  the  greatest  of  satisfaction  in 
our  agreement  last  year,  and  in  the  gen- 
erosity with  which  the  Senator  from 
New  Mexico  allowed  the  bill  to  be  desig- 
nated by  both  our  names. 

I  have  every  hope  that  we  can  find 
areas  of  agreement  on  what  seems  to  be 
the  one  outstanding  problem,  namely, 
the  private  sector  option. 

As  I  have  said  before,  and  as  the  Sen- 
ator from  New  Mexico  has  said  also,  I 
again  pledge  the  Senate  my  own  best 
efforts  to  accomplish  that  result. 

Mr.  ANDERSON.  I  very  sincerely 
thank  my  distinguished  friend  from  New 
York,  and  say  to  him,  as  I  have  said  be- 
fore, that  I  stand  ready  to  work  with 
him  in  every  possible  way,  and  that  I 
expect  this  time  to  see  a  result  brought 
about  that  will  be  satisfactory. 

I  say  again  that  I  hope  the  bill  will 
be  the  subject  of  hearings  before  the 
Committee  on  Finance.  The  Senator 
knows  that  I  made  every  effort  to  have 
hearings  held  on  the  previous  bill  in  the 
last  Congress.  I  hope  to  have  hearings 
on  the  present  bill  in  this  session  of 
Congress. 

Out  of  those  hearings  I  am  sure  there 
will  come  an  understanding.  We  are 
prepared  to  try  to  do  so  again. 

I  commend  the  Senator  for  the  en- 
deavor to  which  he  has  referred,  which 
I  understand  is  called  the  National  Com- 
mittee on  Health  Care  for  the  Aged.  I 
have  been  represented  at  meetings  of 
that  committee.  I  know  that  the  dis- 
tinguished Senator  from  New  York  is 
trying  very  sincerely  to  make  a  worth- 
while contribution  to  this  cause,  and  I 
commend  him  for  it  publicly  and  pri- 
vately. I  appreciate  tremendously  the 
great  help  he  has  given. 

Mr.  JAVITS.  I  am  grateful  to  the 
Senator  from  New  Mexico. 
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HOSPITAL  INSURANCE  PROGRAM  FOR  THE  AGED 

To  Administrative,  Supervisory, 
and  Technical  Employees 

The  President  today  sent  a  special  message  on  aging  to  the  Congress 
which  included  his  recommendations  for  a  hospital  insurance  program  for 
the  aged  under  the  social  security  and  railroad  retirement  systems.  Two 
identical  bills  were  immediately  introduced  to  implement  the  President's 
recommendations --S.  880,  introduced  in  the  Senate  by  Senator  Clinton  P. 
Anderson  (D.  ,  N.  Mex. ),  and  H.  R.  3920,  introduced  in  the  House  of 
Representatives  by  Representative  Cecil  R.  King  (D. ,  Calif.).  Attached 
is  a  brief  summary  of  the  major  provisions  of  these  bills. 

The  present  King-Anderson  proposal  is,  with  the  exception  of  a 
change  in  the  inpatient  hospital  benefit  provision  and  the  elimination  of 
the  option  to  receive  benefits  through  a  private  insurance  carrier,  essen- 
tially the  same  as  the  legislative  proposal  submitted  to  the  Senate  last 
year  as  an  amendment  to  H.  R.  10606.   (The  Senate  voted  to  table  the 
amendment. )  The  proposed  amendment  to  H.  R.  10606  (welfare  bill)  was 
described  in  Director's  Bulletin  No.  360,  July  20,  1962.    Under  the  pre- 
sent bills,  payment  would  be  made  for  up  to  90  days  of  inpatient  hospital 
services,  subject  to  a  deductible  amount  of  $10  a  day  (with  a  minimum  of 
$20)  for  the  first  9  days  of  a  hospital  stay,  unless  the  beneficiary  chooses 
to  receive  inpatient  hospital  benefits  for  either  (1)  up  to  45  days  with  no 
deductible  or  (2)  up  to  180  days  with  a  deductible  amount  equal  to  the 
average  daily  cost  of  2-1/2  days  of  hospital  care. 

It  will  be  necessary,  of  course,  to  inform  people  of  the  choices 
available  to  them  and  to  process  requests  they  may  make  for  selection 
of  the  alternative  options. 

You  will  be  kept  informed  about  further  developments  with  respect 
to  Congressional  consideration  of  the  proposed  hospital  insurance  legis- 
lation. 


Robert  M.  pall 

Commissioner 


BRIEF  SUMMARY  OF  THE  PRESIDENT'S  PROPOSAL 
FOR  HOSPITAL  INSURANCE  FOR  THE  AGED 

(introduced  in  the  Congress  as  H.R.  3920  and  S.  880) 


Persons  Entitled 

Protection  would  be  provided  against  the  cost  of  inpatient  hospital, 
outpatient  hospital  diagnostic,  skilled  nursing  home,  and  home  health 
services  for  people  age  65  and  over  who  are  entitled  to  monthly  benefits 
under  the  old-age  and  survivors  insurance  program  or  under  the  railroad 
retirement  system.    The  number  of  people  past  65  who  would  be  Included 
in  this  way  is  estimated  at  15  l/2  million  as  of  January  1,  1965. 

In  addition,  the  bill  would  make  it  possible  for  essentially  all  people 
who  are  now  65  and  over,  or  who  will  reach  65  in  the  next  few  years  but 
who  are  not  eligible  for  social  security  or  railroad  retirement  benefits, 
to  have  the  same  protection.    (This  provision  would  not  apply  to  aliens 
with  relatively  short  residence  in  the  United  States  or  to  active  or 
retired  Federal  employees  who  already  have  the  opportunity  for  protection 
under  their  own  health  insurance  plans.)    The  cost  of  this  provision 
would  be  met  from  general  revenues.    Men  and  women  who  will  reach  age  65 
before  1967  and  who  do  not  meet  the  regular  insured  status  requirements 
of  the  social  security  system  would  be  deemed  Insured  for  the  hospital 
and  related  benefits.    Uninsured  people  who  reach  age  65  after  1966 
would  need,  to  be  insured  for  hospital  insurance  protection,  3  quarters 
of  coverage  for  each  year  elapsing  after  1964  and  before  age  65.  The 
provision  would  wash  out  in  1970  for  women  and  1972  for  men,  since  in 
those  years  the  number  of  quarters  that  would  be  required  to  qualify 
for  hospital  benefits  would  be  the  same  as  the  number  required  for 
social  security  cash  benefits.    About  2  l/2  million  persons  would  be 
covered  in  this  way  as  of  January  1,  19^5  • 

Scope  and  Duration  of  Benefits  Provided 

The  services  for  which  payment  would  be  made  under  the  bill  include: 

(1)  inpatient  hospital  services  for  up  to  either  k$  days  with  no 
deductible,  90  days  with  a  deductible  amount  of  $10  a  day  for  the 
first  9  days  (with  a  minimum  of  $20 ),  or  180  days  with  a  deductible 
amount  equal  to  the  average  cost  of  2  l/2  days  of  hospital  care,  as 
elected  by  the  beneficiary  (failure  to  specifically  elect  the  U^-day 
option  or  the  180-day  option  would  be  deemed  an  election  of  the 
90-day  option);  hospital  services  would  include  all  those  customarily 
furnished  by  a  hospital  for  its  inpatients;  payment  would  not  be  made 
for  the  hospital  services  of  physicians  except  those  in  the  fields  of 
pathology,  radiology,  physical  medicine,  and  anesthesiology  provided 
by  or  under  arrangements  made  by  the  hospital,  or  services  provided 

by  an  intern  or  resident-in-training  under  an  approved  teaching  program; 

(2)  skilled  nursing  home  services  furnished  in  nursing  facilities  that  are 
affiliated  with  hospitals,  after  the  patient  is  transferred  from  a 
hospital,  for  up  to  180  days; 

(3)  outpatient  hospital  diagnostic  services,  as  required,  subject  to  a  $20 
deductible  amount  for  diagnostic  services  furnished  within  a  30-day 
period; 


(k)    home  health  services  for  up  to  2kO  visits  during  a  calendar  year; 
these  services  would  include  intermittent  nursing  care,  therapy, 
and  the  part-time  services  of  a  home  health  aide. 

No  service  would  he  covered  as  a  nursing  home,  outpatient  diagnostic,  or 
home  health  service  if  it  could  not  he  covered  as  an  inpatient  hospital 
service. 

An  individual  would  he  eligible  for  the  number  of  days  of  hospital  care 
provided  under  the  option  he  elects  and  180  days  of  skilled  nursing  facility 
services  in  each  benefit  period.    A  new  benefit  period  could  not  "begin 
until  90  days  had  elapsed  in  which  the  patient  was  neither  in  a  hospital 
nor  in  a  skilled  nursing  facility.    The  90  days  need  not  be  consecutive,  but 
they  must  fall  within  a  period  of  not  more  than  180  consecutive  day6 
beginning  with  the  start  of  his  most  recent  benefit  period. 

The  Secretary  would  be  required  to  study,  after  consultation  with 
appropriate  professional  organizations,  ways  of  increasing  the  availa- 
bility of  skilled  nursing  facility  care.    On  the  basis  of  such  study, 
the  Secretary  may  authorize  the  participation  of  facilities  which,  though 
not  affiliated  with  hospitals,  operate  under  conditions  assuring  the 
provision  of  a  good  quality  of  care,  provided  such  action  does  not  create 
an  actuarial  imbalance  in  the  trust  fund. 

Free  Choice  of  Physician  and  Hospital 

Under  the  bill,  no  change  would  he  made  in  the  freedom  of  choice  of 
physician  and  hospital.    No  service  performed  by  any  physician  at  either 
home  or  office,  and  no  fee  he  charges  for  such  services,  would  he  involved 
or  affected.    No  supervision  or  control  over  the  practice  of  medicine  by 
any  physician  or  over  the  manner  in  which  services  are  provided  by  any 
hospital  is  permitted. 

Basis  of  Reimbursement 

Payment  of  bills  for  hospital  and  related  services  would  be  made  in 
generally  the  same  manner  as  is  now  customary  in  Blue  Cross  plans.  Pay- 
ments to  the  providers  of  service  would  be  made  on  the  "basis  of  the 
reasonable  cost  incurred  in  providing  care  for  beneficiaries.    The  amount 
paid  under  the  program  would  he  payment  in  full  for  covered  services, 
except,  of  course,  that  the  provider  could  charge  the  patient  the  deductible 
amounts  and  extra  charges  for  a  private  room,  unless  medically  necessary,  or 
private  duty  nursing. 

Administration 

Responsibility  for  administration  of  the  program  (except  for  railroad 
retirement  annuitants  and  pensioners)  would  rest  with  the  Secretary.  Con- 
sider able  reliance  would  be  placed  upon  the  States  to  assure  that  local 
conditions  would  be  taken  into  account.    The  Secretary  would  consult  with 
appropriate  State  agencies  and  recognized  national  accrediting  bodies  in 


formulating  the  conditions  of  participation  for  providers  of  service. 
Provision  vould  be  made  for  the  establishment  of  an  Advisory  Council 
which  would  advise  the  Secretary  on  policy  matters  in  connection  with 
administration.    In  order  to  be  eligible  to  participate  in  the  program, 
providers  of  service  would  have  to  meet  specified  conditions  to  assure 
the  health  and  safety  of  the  beneficiaries,  but  those  conditions  could 
not  be  more  strict  than  those  required  for  accreditation  by  the  Joint 
Commission  on  Accreditation  of  Hospitals.    Accreditation  by  the  Joint 
Commission  would  be  accepted  as  meeting  all  requirements  for  hospital 
participation  save  the  requirement  that  it  have  a  utilization  review 
plan. 

Participation  of  Private  Organizations 

Any  group  of  hospitals—or  group  of  other  providers  of  covered  services-- 
could  designate  a  private  organization  of  their  own  choice,  such  as  Blue 
Cross,  to  receive  bills  for  services  and  to  pay  these  bills  for  whichever 
of  their  members  prefer  such  an  arrangement.     The  Secretary  would  be  able 
to  delegate  certain  administrative  functions  of  the  program  to  such  designated 
organizations.     These  administrative  functions  could  include  reviewing  hospital 
fiscal  records  as  a  part  of  the  determination  of  the  cost  of  services,  and 
acting  as  a  center  for  communicating  and  interpreting  payment  procedures  to 
hospitals. 

Supplementary  Insurance 

The  Secretary  would  be  required  to  consult  with  and  furnish  assistance  to 
providers,  insurance  carriers  and  public  and  private  welfare  organizations 
in  order  to  encourage  and  help  them  to  develop  and  make  generally  available 
to  the  aged  supplementary  private  insurance  protection. 

Financing 

The  social  security  contribution  rates  would  be  increased  l/k  of  one  percent 
on  employers  and  l/k  of  one  percent  on  employees  and  k/10  of  one  percent  for 
the  self-employed;  the  amount  of  annual  earnings  subject  to  the  tax  and 
creditable  for  social  security  monthly  benefits  would  be  increased  from 
$U,800  to  $5,200  a  year.    Raising  the  amount  of  earnings  creditable  for 
benefits  would  improve  the  benefit  structure  of  the  system  generally  and 
would  also  provide  additional  income  which  together  with  the  income  from 
the  contribution  rate  increase  would  fully  meet  all  the  costs  of  the  hospital 
insurance  program.    The  cost  of  providing  hospital  and  related  benefits 
to  people  who  do  not  meet  the  regular  social  security  insured  status 
requirements  would  be  met  from  general  revenues.    A  separate  hospital 
insurance  trust  fund  would  be  established  for  the  program.    The  long  range 
cost  of  the  program  is  estimated  to  be  0.68  percent  of  covered  payroll, 
which  is  balanced  by  the  estimated  income  from  the  new  financing. 


HEALTH  INSURANCE  FOR  THE  AGED 


UNDER  SOCIAL  SECURITY 

Statement 
by 

Anthony  J.  Celebrezze 
Secretary  of  Health,  Education,  and  Welfare 
Before  the 
Committee  on  Ways  and  Means 
U.S.  House  of  Representatives 
Monday,  November  1 8,  1 963 
10:00  a.m.,  EST. 


Mr.  Chairman  and  Members  of  the 
Committee: 

I  consider  it  a  privilege  to  appear  before  this 
Committee  to  present  the  case  for  those  to 
whom  we  owe  so  much — our  older  Americans. 

As  a  nation,  we  have  an  obligation  to  do  all 
we  can  to  enable  our  older  people  to  enjoy  the 
better  standard  of  life  which  their  contribu- 
tions, over  a  lifetime,  have  made  possible.  I 
welcome  this  opportunity  to  present  the  admin- 
istration's views  on  one  very  important  way  in 
which  that  obligation  can  be  met.  I  appear 
before  you  to  urge  the  enactment  of  hospital 
insurance  for  the  aged  through  social  security 
— the  plan  embodied  in  H.R.  3920,  introduced 
by  Representative  Cecil  R.  King,  and  in  bills 
introduced  by  several  other  distinguished  mem- 
bers of  this  Committee.  This  plan  offers  a 
means  by  which  the  Nation  can  promote  the 
security  of  all  older  Americans,  both  the  ones 
of  this  generation  and  the  ones  of  generations 
to  come. 

Over  a  quarter  of  a  century  ago  the  Con- 
gress of  the  United  States  established  a  social 
security  program  to  help  prevent  poverty  and 
dependency  among  our  elderly  citizens.  Four- 
fifths  of  all  the  aged  are  protected  under  the 
program,  and  nearly  90  percent  of  those  be- 
coming 65  this  year  will  have  social  security 
protection.  Reliance  on  charity  and  public 
assistance  is  only  a  small  fraction  of  what  it 


would  be  in  the  absence  of  the  social  security 
program.  Modest  though  the  benefits  are,  they 
are  the  major  source  of  continuing  income  for 
the  great  majority  of  retired  Americans.  With- 
out these  benefits,  many  old  people  could  not 
meet  the  expenses  of  everyday  living  and  would 
have  to  turn  to  government  or  private  charity 
or  to  their  children  or  other  relatives  for  help. 
Yes,  the  social  security  idea,  accepted  and  im- 
proved upon,  has  meant  hope  and  dignity  to 
millions  of  Americans. 

But  the  job  is  not  yet  done.  There  remains  a 
major  threat  to  the  financial  security  and  peace 
of  mind  of  our  older  citizens.  The  costs  of 
serious  illness  in  old  age  can  wipe  out  the 
slender  savings  of  a  lifetime  and  turn  security 
into  poverty.  Inability  on  the  part  of  large 
numbers  of  older  people  to  meet  these  costs 
threatens  to  undermine  the  decision  which  the 
Congress  made  in  1935  that  social  insurance — 
through  which  people  would  contribute  to  their 
own  old-age  security — would  be  the  basic  pub- 
lic program  rather  than  public  assistance. 

In  1949  this  Committee  reaffirmed  the  basic 
decision  of  1935.  In  the  words  of  the  Com- 
mittee, and  I  quote,  "The  time  has  come  to 
reaffirm  the  basic  principle  that  a  contributory 
system  of  social  insurance  in  which  workers 
share  directly  in  meeting  the  cost  of  the  pro- 
tection afforded  is  the  most  satisfactory  way  of 


preventing  dependency."  I  submit  that  once 
again  we  need  to  reaffirm  this  basic  principle. 

In  1949  the  situation  was  one  in  which  more 
older  people  were  on  public  assistance  rolls 
than  were  eligible  for  benefits  under  social  secu- 
rity. The  drain  on  public  revenues — Federal, 
State,  and  local — was  large  and  growing  larger 
every  day.  Faced  with  the  choice  of  improving 
the  social  security  program  or  expanding  the 
role  for  assistance,  the  Congress  decided  that 
the  social  security  system  should  be  extended, 
brought  up  to  date,  and  made  more  effective 
as  a  means  of  preventing  dependency. 

We  face  a  situation  today  parallel  to  the  one 
the  Committee  faced  in  1949-  At  that  time, 
many  older  people  had  to  go  on  public  assist- 
ance to  meet  everyday  living  costs.  Now  we 
find  that  a  large  and  growing  proportion  of 
people  must  turn  to  public  assistance  because 
they  are  not  able  to  meet  their  health  costs. 
Today  one-third  of  the  money  being  spent  for 
public  assistance  to  older  people  is  spent  for 
medical  care.  In  the  absence  of  a  social  in- 
surance program  providing  protection  against 
the  major  and  unbudgetable  costs  of  serious 
illness,  more  and  more  of  our  elderly  citizens 
will  have  to  rely  upon  public  assistance. 

To  avoid  high  costs  to  the  general  taxpayer 
at  local,  State  and  Federal  levels  and  to  protect 
the  dignity  and  independence  of  older  people, 
we  must  once  again  place  our  main  emphasis 
on  social  insurance  rather  than  put  more  and 
more  Federal  funds  into  the  assistance  pro- 
grams. 

The  balance  of  my  testimony  is  intended  to 
show  why  this  administration  believes  that  the 
proposal  we  favor  is  necessary  and  urgent.  My 
intent  is  to  show  that,  while  there  are  laws  to 
help  meet  the  medical  expenses  of  those  who 
are  relatively  well  off  through  income  tax  de- 
ductions and  laws  that  help  the  very  poor 


through  public  assistance,  there  are  no  laws  to 
help  the  great  majority  of  aged  people,  who 
face  a  real  and  present  danger  of  high  medical 
costs.  My  intent  is  to  show  that  our  proposal  is 
a  logical  extension  of  the  present  social  secu- 
rity program,  that  public  assistance  cannot  meet 
the  problem  and  would  not  be  a  satisfactory 
way  to  do  so  even  if  it  could,  and  that  private 
insurance — no  matter  how  imaginatively  con- 
ceived and  energetically  applied — cannot  by 
itself  meet  the  need  of  the  aged  for  protection 
against  the  high  costs  of  medical  care. 

What  are  the  dimensions  of  this  problem? 

It  is  widespread.  The  later  years  of  life  bring 
with  them  very  high  health  costs  on  the  one  side 
and  reduced  incomes  on  the  other.  Few  of  the 
aged  escape  these  pincers.  Nine  out  of  10 
people  are  hospitalized  at  least  once  after  reach- 
ing age  65.  Almost  two  out  of  three  will  go  to 
the  hospital  at  least  twice  between  age  65  and 
death.  People  over  65  use  three  times  as  much 
hospital  care,  on  the  average,  as  people  under 
65. 

The  facts  about  the  income  and  assets  of 
older  people  are  no  less  disturbing.  The  aged 
have  less  than  half  the  income  of  younger  peo- 
ple in  similar  family  situations.  One-half  the 
aged  couples  have  less  than  $2,800  in  annual 
income  and  little  in  the  way  of  assets  other  than 
equity  in  their  homes.  The  average  aged  per- 
son living  alone  now  has  an  income  of  not 
much  over  $1,200  a  year.  But  averages  do  not 
tell  the  whole  story.  At  least  two-fifths  of  the 
aged — including  wives  as  sharing  in  the  in- 
comes of  their  husbands — have  incomes  of 
under  $1,000  a  year.  Not  more  than  10  per- 
cent of  the  aged  have  incomes  over  $4,000,  and 
most  of  them  have  not  yet  retired  and  will  have 
much  lower  incomes  when  they  do.  Moreover, 
a  national  average  does  not  reflect  the  situation 
in  particular  localities.  Where  wages  and 
living  standards  are  well  below  the  national 
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average,  the  aged  too  will  have  comparably 
lower  incomes. 

The  problem  created  by  the  combined  effect 
of  high  health  costs  and  low  income  in  old  age 
requires  an  approach  that  does  not  depend  on 
payment  of  the  cost  after  retirement  but  instead 
enables  people  to  pay  for  their  protection 
against  these  costs  out  of  their  earnings  and 
over  the  course  of  their  working  lifetimes. 

Why  is  hospital  insurance  under  social  security 
an  important  part  of  the  solution? 
The  basic  idea  of  social  security  is  that  peo- 
ple pay  contributions  over  their  working  life- 
times (together  with  their  employers)  to 
provide  benefits  after  retirement  in  old  age. 
The  proposal  for  hospital  insurance  for  the 
aged  is  patterned  after  the  same  principle. 
While  earning,  the  worker  would  make  small 
contributions  to  pay  for  protection  against  the 
high  hospital  costs  that  are  a  common  occur- 
rence in  old  age.  He  would  have  the  protection 
at  age  65  without  need  to  make  further  con- 
tributions after  retirement. 

Protection  against  the  cost  of  hospital  care 
in  old  age  is  a  logical  and  necessary  extension  of 
the  retirement  protection  furnished  by  the  pres- 
ent social  security  program.  Monthly  cash 
benefits  can  meet  the  regular  recurring  expenses 
of  food,  clothing,  and  shelter,  but  such  bene- 
fits alone  cannot  give  economic  security  in  old 
age.  It  is  also  necessary  that  older  people  have 
protection  against  the  unpredictable  and  un- 
budgetable  costs  of  expensive  illness.  A  person 
may  go  on  for  a  long  time  with  little  in  the 
way  of  medical  expenses  and  then,  in  a  very 
short  period,  have  a  hospital  bill  running  into 
thousands  of  dollars.  Cash  benefits  are  not  a 
practical  way  to  meet  this  need.  What  is  needed 
is  a  substantial  measure  of  protection  against 
the  cost  of  major  illness  in  addition  to  cash 
benefits.  The  administration's  proposal,  as 
embodied  in  H.R.  3920,  does  just  this. 


Why  cannot  the  problem  be  solved  through 

private  voluntary  insurance? 

Briefly  stated,  the  reason  we  believe  private 
health  insurance  cannot  do  the  job  alone  is 
that  this  insurance,  if  adequate  and  if  paid  for 
in  old  age,  costs  more  than  most  older  people 
can  afford  to  pay.  Because  old  age  is  a  time  of 
life  when  health  costs  are  high,  insurance  costs 
are  high.  And  as  I  have  already  pointed  out, 
older  people  generally  have  low  incomes.  What 
makes  matters  more  difficult  is  that  older  people 
usually  are  not  in  a  position  to  obtain  the  cost 
advantages  of  group  health  insurance. 

Let  me  illustrate  the  problem  of  costs  to  an 
aged  individual  by  referring  to  the  three  main 
types  of  private,  voluntary  health  insurance 
plans  available  to  the  aged.  Let  us  first  take  the 
four  statewide  plans  being  underwritten  by 
groups  of  private  companies.  These  plans  have 
a  basic  portion  and  a  major  medical  portion, 
which  in  combination  cost  an  aged  couple  $456 
a  year  in  New  York  and  Texas,  $420  in  Massa- 
chusetts, and  $408  a  year  in  Connecticut. 
Premiums  of  this  magnitude  amount  to  about 
one-sixth  of  the  median  income  of  aged  couples. 
And  they  would  be  still  higher  if  benefit  costs 
were  not  kept  down  through  the  exclusion  of 
pre-existing  conditions,  coinsurance,  and  other 
limitations.  Even  so,  all  indications  are  that 
these  premiums  are  bound  to  get  higher.  For 
example,  the  Connecticut  plan,  which  went 
into  effect  in  1961,  has  already  been  forced  by 
its  substantial  losses  to  ask  for  an  18-percent 
increase  in  premium  rates. 

Blue  Cross  plans  for  the  aged  represent  a 
second  type  of  approach.  The  premiums  re- 
quired under  more  than  a  third  of  these  plans 
exceed  $200  a  year  per  couple.  About  three- 
fifths  of  the  Blue  Cross  plans  have  dollar 
limits  or  coinsurance  provisions  on  hospital- 
room  costs;  only  about  one-half  cover  nursing- 
home  care  or  visiting-nurse  service. 


Commercial  65 -Plus  plans  represent  a  third 
approach.  Two  of  the  most  widely  advertised 
and  best-known  plans  of  this  type  provide  a 
hospital  room-and-board  allowance  of  $10  per 
day,  which  is  only  about  one-half  of  average 
charges  for  room  and  board  in  a  hospital.  One 
plan  covers  a  maximum  of  31  days,  the  other 
a  maximum  of  60  days.  The  premium  for  the 
more  limited  plan  is  $156  a  year  per  couple; 
for  the  other,  $204  a  year. 

Because  of  limitations  in  all  these  policies 
the  average  aged  person  who  has  one  must,  in 
addition  to  paying  the  premiums  on  his  policy, 
be  prepared  to  pay  from  50  to  80  percent  of  his 
total  medical  bill. 

Although  the  percentage  of  aged  persons 
with  some  kind  of  health  insurance  protection 
has  risen,  the  absolute  number  without  protec- 
tion is  nearly  as  large  as  it  was  5  years  ago. 
Despite  the  publicity  given  to  the  four  State-65 
plans  and  the  new  Blue  Cross  plans  for  the 
aged,  less  than  half  a  million — about  3  percent 
of  the  aged — have  been  enrolled  in  these  new 
plans.  Moreover,  many  have  not  been  able  to 
keep  up  their  policies.  Today  there  are  over 
8  million  aged  persons  who  have  no  health 
insurance  protection  at  all.  About  3  million 
more  have  inadequate  policies  of  the  $10-a-day 
type.  Probably  less  than  a  million,  5  to  6  per- 
cent of  the  aged,  have  health  insurance  pro- 
tection covering  as  much  as  40  percent  of 
average  medical  costs.  The  best  that  private 
insurance  has  been  able  to  do  to  solve  the 
dilemma  of  high  costs  and  low  income  is  to 
offer  either  low-cost  policies  with  inadequate 
protection  or  more  adequate  policies  that  are 
priced  out  of  the  reach  of  most  of  the  aged. 

Insurance  companies  necessarily  use  various 
devices  to  control  the  problem  of  risk  selection, 
which  together  have  the  result  of  reducing 
protection  available  or,  in  some  instances,  deny- 
ing it  altogether.  The  companies  are  under- 


standably concerned  lest  a  large  proportion  of 
their  enrollment  consist  of  those  most  likely  to 
have  high  costs,  such  as  those  who  are  already 
very  old  or  already  ill  or  who  have  chronic 
conditions.  Among  the  devices  to  control  costs 
that  are  used  in  varying  degrees,  depending  on 
the  type  of  policy,  are  refusal  of  application 
on  the  basis  of  a  health  questionnaire  or  a 
physical  examination,  deductibles  and  coin- 
surance, cancellation  provisions,  and — in  the 
case  of  major  medical  policies — annual  limits 
and  lifetime  limits. 

Characteristically,  private  insurance  policies, 
including  Blue  Cross  nongroup  enrollment 
plans  for  the  aged,  have  special  provisions  relat- 
ing to  preexisting  conditions.  They  may  impose 
waiting  periods  of  from  6  to  24  months  before 
covering  costs  resulting  from  such  conditions, 
or  they  may  permanently  exclude  costs  arising 
from  such  conditions.  The  effect  of  such  ex- 
clusions is  to  limit  the  protection  significantly 
in  the  case  of  the  aged,  since  a  considerable 
proportion  of  the  conditions  requiring  hospital 
care  among  the  aged  are  conditions  that  existed 
prior  to  enrollment  in  the  plan. 

As  indicated,  the  only  way  to  really  meet 
the  problem  is  through  insurance  paid  for  dur- 
ing working  years.  But  the  paid-up  type  of 
private  insurance  policy  is  used  very  little.  Only 
6  carriers  out  of  more  than  850  commerical 
companies  writing  health  insurance  have  offered 
this  type  of  policy,  and  even  these  few  com- 
panies have  not  found  a  market.  The  number 
of  people  who  own  such  a  policy  is  very  small. 
The  cost  is  prohibitive  for  most  people  nearing 
retirement  age.  For  most  people  who  are 
young,  the  paid-up-at-retirement  policies  are 
hopelessly  impractical.  The  fixed  dollar  pay- 
ments that  they  provide  become  more  and  more 
inadequate  if,  as  is  very  likely  to  be  the  case, 
health-care  costs  increase  substantially  between 


the  time  a  person  buys  the  policy  and  the  time, 
after  65,  when  he  has  occasion  to  use  it. 

In  our  opinion,  private  insurance  alone  will 
not  be  able — in  the  foreseeable  future — to  meet 
effectively  the  needs  of  the  aged.  Most  of  the 
aged  who  are  covered  by  private  health  insur- 
ance are  those  who  are  still  working,  those  in 
better  health,  and  those  in  the  higher-income 
groups.  Extension  of  any  kind  of  insurance 
coverage —  even  a  poOr  and  inadequate  kind — 
to  the  remaining  aged  becomes  increasingly 
difficult  to  achieve  because  these  people  are 
more  likely  to  be  in  the  low-income  and  poor- 
health-risk  groups. 

The  industry  and  the  nonprofit  organizations 
have  been  imaginative  and  energetic  in  seeking 
solutions  to  the  problem.  But  the  dilemma 
created  by  high  health  costs  and  low  incomes 
in  old  age  cannot  be  solved  by  any  plan  that 
puts  the  full  costs  on  the  aged  and  tries  to 
cover  that  costs  through  premiums  paid  in  old 
age.  The  Blue  Cross  Association — the  organiza- 
tion whose  members  have  sold  half  the  health 
insurance  policies  held  by  the  aged — and  the 
American  Hospital  Association  have  jointly  an- 
nounced their  belief  that  voluntary  insurance 
alone  and  unsubsidized  cannot  meet  the  need. 

Yet  private  insurance  has  a  significant  role 
to  play  in  helping  to  meet  the  medical-care 
costs  of  older  people.  A  large  number  of  older 
people,  slightly  over  half,  have  indicated  a  will- 
ingness and  ability  to  pay  something  in  old  age 
toward  health  insurance  protection  by  purchas- 
ing various  types  of  policies.  We  believe  that 
with  basic  protection  furnished  on  a  paid-up 
basis  under  social  security,  additional  people 
will  want  to  buy  complementary  private  in- 
surance protection. 

Why  can't  we  rely  on  the  program  of  medical 
assistance  for  the  aged  to  solve  the  problem? 
The  welfare  programs  such  as  MAA  and 


OAA  do  have  an  important  supplementary  role, 
but  they  cannot  and  should  not  play  a  primary 
role  for  the  great  majority  of  retired  people. 
Our  objective  should  be  to  prevent  poverty 
and  dependency  to  the  extent  possible  rather 
than  try  to  provide  relief  for  these  unhappy 
conditions  after  they  have  occurred.  We  should 
do  better  than  say  to  an  aged  person  that,  when 
he  has  become  poor  enough  and  when  he  can 
prove  his  poverty  to  the  satisfaction  of  the  ap- 
propriate public  agency,  he  may  be  able  to  get 
help. 

We  should  take  into  account  the  pride  and 
independent  spirit  of  our  older  people — the 
pride  and  independent  spirit  that  lead  many  of 
them  to  suffer  their  illnesses  in  silence  and  to 
put  off  needed  medical  care  rather  than  ask  for 
help.  What  is  required  as  the  first  line  of 
defense  is  protection  furnished  as  a  right  and 
in  a  way  which  fully  safeguards  the  dignity 
and  independence  of  our  older  people. 

The  aged  person  does  not  know  how  long  he 
is  going  to  live  and  how  many  emergencies  will 
arise  during  the  rest  of  his  lifetime.  When  a 
trip  to  the  hospital  has  forced  him  to  deplete 
his  savings  before  he  can  get  help  through  the 
means-test  programs,  he  has  lost  heavily  in  his 
sense  of  security  and  independence.  Unlike  the 
younger  person  whose  savings  are  gone,  the 
older  person  usually  has  no  way  of  building 
them  up  again.  His  ability  to  meet  later  emer- 
gencies and  the  security  that  this  ability  gives 
him  are  gone,  without  hope  of  ever  being 
restored. 

This  Committee  has  taken  the  lead  again 
and  again  in  seeing  to  it  that  the  Nation's 
attack  on  poverty  is  hinged  on  prevention  and 
on  the  idea  that  people  should  contribute  to 
their  own  security  through  social  insurance.  It 
is  of  great  importance  that  we  continue  our 
main  reliance  on  social  insurance  and  that  the 
role  of  public  assistance  be  one  of  a  backstop, 


a  last  resort,  not  one  in  which  it  is  made  to 
serve  as  a  primary  defense. 

MAA  has  another  kind  of  deficiency  which 
likewise  cannot  be  overcome:  An  adequate 
MAA  program  that  is  intended  to  be  the  main 
attack  on  the  health-cost  problem  of  the  aged 
cannot  be  financed  without  a  very  large  fiscal 
drain  on  the  States  as  well  as  on  the  general 
revenues  of  the  Federal  Government.  A  major 
problem  in  a  program  financed  jointly  by  the 
Federal  and  State  governments  is  that  the 
Federal  offer  of  funds  is  meaningful  only  if 
the  States  are  able  to  provide  sufficient  matching 
funds.  Low-income  States  may  not  be  able  to 
afford  a  program  at  all.  Other  States  may  be 
able  to  establish  only  inadequate  programs.  The 
wealthiest  States  will  be  able  to  establish  the 
most  comprehensive  programs  and  will  receive 
the  lion's  share  of  the  Federal  funds.  For 
example,  73  percent  of  the  funds  expended  in 
September  1963  under  MAA  went  to  just  five 
States — five  of  the  industrialized,  financially 
better-off  States — which  have  within  their  bor- 
ders only  33  percent  of  the  Nation's  aged 
population. 

So  far  the  MAA  program  has  not  brought 
medical  care  to  any  large  number  of  people 
with  higher  incomes  and  assests  than  old-age 
assistance  recipients  have.  Actually,  the  ma- 
jority of  those  receiving  help  under  the  MAA 
program  could  have  met  the  eligibility  tests 
under  old-age  assistance  and  are  on  MAA  only 
because  of  the  more  liberal  Federal  matching 
formula.  MAA  does  not  help  at  all  many  of  the 
aged  who  need  help;  and  for  many  of  those 
who  do  get  some  help,  the  help  is  very  limited. 

As  indicated,  there  are  inherent  limitations 
in  the  Federal-State  welfare  programs  that 
make  them  an  undesirable  ineffective  way  of 
dealing  with  the  problem  we  have  before  us. 
On  the  other  hand,  there  is  a  continuing  func- 
tion for  MAA,  and  we  hope  that  every  State 


that  has  not  done  so  will  adopt  an  MAA  pro- 
gram and  that  States  which  now  have  limited 
or  inadequate  programs  will  improve  them. 
With  a  basic1  program  of  hospital  insurance 
under  social  security,  many  additional  States, 
relieved  of  what  would  otherwise  be  a  very 
heavy  burden  on  their  general  revenues,  would 
be  able  to  afford  an  MAA  program  as  a  supple- 
ment to  social  security,  and  the  States  which 
now  have  inadequate  medical  programs  will 
be  able  to  improve  them. 

Why  is  social  security  hospital  insurance  the 
best  answer  to  the  problem  of  health  costs 
in  old  age? 

By  allowing  medical  expense  deductions 
for  income  tax  purposes,  the  Government  helps 
those  among  the  aged  who  are  relatively  well 
off.  The  very  wealthy  person  has  91  percent 
of  his  medical  bills  taken  care  of  this  way.  But 
only  one-fifth  of  the  aged  have  high-enough 
incomes  to  pay  income  taxes  and  be  helped 
at  all  by  this  provision — even  at  the  20-percent 
income  tax  rate.  Governmental  action  has  also 
been  taken  to  help  the  very  poor.  It  is  the 
great  majority  of  people,  who  are  neither 
wealthy  nor  very  poor,  who  have  been  left 
out.  These  are  people  who  have  been  self-sup- 
porting all  their  lives  and  want  to  continue 
to  be — who  do  not  want  welfare  even  if  it 
were  adequate.  What  is  needed  is  a  system 
under  which  all  workers  can,  during  their 
productive  years,  pay  contributions  toward  pro- 
tection against  the  high  health  costs  that  will 
beset  them  in  later  years.  Social  security,  and 
only  social  security,  offers  a  ready-built 
thoroughly  tested  mechanism  that  would  make 
this  desirable  arrangement  available  to  prac- 
tically everybody. 

The  proposed  program  of  hospital  insurance 
for  the  elderly  would  follow  the  same  kind 
of  threefold  attack  on  dependency  in  old  age  as 
that  found  under  the  present  social  security 
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program.  First,  basic  protection  against  the  cost 
of  hospitalization  and  of  certain  alternatives 
to  hospitalization  would  be  afforded  the  elderly 
through  social  security.  Second,  private  pro- 
tection would  be  built  upon  this  social  security 
base  through  employer  plans  and  individually. 
Third,  for  the  members  of  the  small  group  with 
such  special  needs  and  circumstances  that  they 
are  unable  to  meet  their  health  costs  through 
the  proposed  social  security  plan  and  their 
private  insurance  and  other  resources,  help 
would  be  available  through  medical  assistance 
which  all  the  States  would  be  in  a  far  better 
financial  position  to  provide  on  an  adequate 
basis. 

Hospital  insurance  under  the  contributory 
social  security  program  would  offer  all  these 
advantages  while  affording  protection  in  a  way 
that  is  consistent  with  our  respect  for  the  in- 
dependence, dignity,  and  privacy  of  the  in- 
dividual. 

Mr.  Chairman,  I  have  a  detailed  description 
of  the  provisions  of  H.R.  3920.  I  would  rather 
not  take  up  the  time  of  the  Committee  by 
reading  this  lengthy  document.  With  your 
permission,  I  would  like  to  have  this  descrip- 
tion included  in  the  record  of  the  hearings  at 
the  end  of  my  statement  and  cover  only  the 
main  points  at  this  time. 

Social  security  hospital  insurance  would  be 
provided  to  all  people  over  65  who  are  entitled 
to  social  security  or  railroad  retirement  benefits. 
In  addition,  all  people  now  over  65  as  well  as 
those  becoming  65  in  the  next  few  years  who 
do  not  or  will  not  qualify  for  social  security 
benefits  would  be  eligible  for  the  hospital  bene- 
fits. 

The  proposed  program  would  provide  the 
following  benefits  for  each  spell  of  illness: 

1.  Payment  of  hospital  bills.  Each  person 
would  have  a  choice  of  3  plans: 


— 90  days  of  hospitalization  at  a  cost  to 
the  patient  of  $10  a  day  for  the  first 
9  days,  with  a  minimum  of  $20,  or 

— 45  days  of  hospital  care  with  no  de- 
ductible, or 

— 180  days  of  hospital  care,  with  the 
patient  paying  either  the  national  aver- 
age cost  for  2l/2  days  or  the  hospital's 
customary  total  charge  for  the  care  pro- 
vided, whichever  is  less. 

2.  Payment  for  up  to  180  days  of  skilled 
nursing-home  care  following  discharge  from  a 
hospital. 

3.  Payment  of  all  costs  above  the  first  $20 
for  outpatient  hospital  diagnostic  services  fur- 
nished within  a  30-day  period. 

4.  Payment  of  all  costs  for  up  to  240  visits 
a  year  by  visiting  nurses  and  other  health 
workers  in  the  patient's  own  home. 

Benefit  payments  would  cover  the  cost  of 
all  services  in  semi-private  accommodations, 
drugs,  and  supplies  customarily  furnished  for 
the  care  of  patients  in  a  hospital  or  skilled 
nursing  facility.  No  payment  would  be  made 
for  the  services  of  personal  physicians  and 
private-duty  nurses  or  luxury  items  furnished  at 
the  request  of  the  patient. 

Hospital  insurance  through  social  security 
would  be  financed  by  an  increase  of  14  of  1 
percent  in  social  security  contributions  for  both 
employees  and  employers  (0.4  of  1  percent  for 
self-employed  persons)  and  an  increase  in  the 
taxable  earnings  base  from  $4,800  to  $5,200. 
Part  of  the  income  from  the  increase  in  the 
earnings  base  will  go  for  higher  cash  benefits 
for  those  earning  over  $4,800  a  year. 

The  cost  of  hospital  insurance  provided  older 
people  not  eligible  for  social  security  or  rail- 
road retirement  benefits  would  be  met  from  the 
general  revenues  of  the  Federal  Government. 


The  hospital  insurance  program  and  the  addi- 
tional social  security  contributions  would  both 
go  into  effect  January  1,  1965. 

These  provisions  are  designed  to  help  with 
the  costs  of  major  illness.  Most  people  can 
meet  the  ordinary  costs  of  a  visit  to  the  doc- 
tor's office  now  and  then,  even  though  such 
costs  may  add  up  to  a  lot  over  the  years.  The 
fear  of  the  aged  is  of  the  highly  unpredictable 
large  cost  that  arises  from  a  major  illness. 
H.R.  3920  concentrates  on  meeting  hospital 
costs  because  it  is  the  illness  that  necessitates 
hospitalization  that  is  usually  the  most  costly. 

The  other  benefits  in  the  bill  are  essentially 
less  expensive  alternatives  to  inpatient  hospital 
care  and  are  included  for  this  reason.  By  pro- 
viding health  insurance  protection  against  these 
various  other  health  costs,  the  bill  would 
promote  the  most  efficient  and  economical  use 
of  existing  health-care  facilities  and  reinforce 
the  efforts  of  the  health  professions  to  reserve 
hospital  beds  for  acute  illnesses  requiring  the 
intensive  treatment  that  can  be  provided  only 
in  a  hospital. 

*    *  * 

Mr.  Chairman,  there  are  certain  arguments 
and  allegations  that  have  been  made  concern- 
ing the  hospital  insurance  proposal  that  I 
would  like  to  respond  to. 

Allegation:  The  hospital  insurance  proposal 
would  give  the  Government  control  over 
hospitals  and  other  providers  of  health  serv- 
ices. 

The  proposal  would  do  no  such  thing.  The 
bill  has  been  carefully  drafted  to  avoid  such  a 
possibility.  The  bill  specifically  prohibits  any 
Government  official  from  exercising  such  con- 
trol. 

Some  people  point  to  the  conditions  for 
participation  that  the  bill  applies  to  hospitals 
and  other  providers  of  services  and  claim  that 
these  conditions  offer  means  through  which  the 


Government  could  control  health  facilities. 
These  conditions  for  participation  are  merely 
the  minimum  necessary  to  assure  the  safety  of 
the  patient  and  the  quality  of  his  care.  They 
are  requirements  that  have  been  developed  by 
professional  organizations  in  the  health  field. 

State  health  agencies,  not  the  Federal  Gov- 
ernment, would  apply  these  conditions  to 
determine  whether  a  provider  of  services  meets 
the  requirements  for  participation.  This  State 
function  would  be  much  the  same  as  the  func- 
tion the  States  now  perform  in  licensing  hos- 
pitals. Moreover,  the  bill  explicitly  states  that 
any  hospital  that  is  accredited  by  the  Joint 
Commission  on  the  Accrediation  of  Hospitals 
and  that  has  a  plan  in  effect  for  reviewing  the 
utilization  of  its  services  will  meet  the  condi- 
tions for  participation. 

As  you  may  know,  the  Joint  Commission  is 
made  up  of  representatives  of  the  American 
Medical  Association,  the  American  Hospital 
Association,  the  American  College  of  Physi- 
cians, and  the  American  College  of  Surgeons. 
The  conditions  for  participation  are  consistent 
with,  and  would  support,  the  efforts  being  made 
by  State  health  agencies  and  by  the  Joint  Com- 
mission on  the  Accreditation  of  Hospitals  to 
maintain  and  improve  the  quality  of  care  in 
hospitals  and  skilled  nursing  facilities. 

The  fact  that  the  Government  would  pay 
certain  health  costs  is  sometimes  said  to  involve 
government  control.  There  is  no  cause  for 
concern  on  this  score.  Payment  for  hospital 
services  on  the  basis  provided  for  in  the  bill  is 
in  accord  with  principles  of  reimbursement 
developed  and  supported  by  the  American  Hos- 
pital Association.  For  many  years  Blue  Cross 
plans  and  Government  programs  (such  as  the 
crippled  children's  program)  have  been  pay- 
ing hospitals  on  the  same  basis  as  that  proposed 
without  interfering  in  hospital  management  or 
operation.   There  is  no  ground  for  asserting 
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that  the  proposed  program,  which  would  pay 
bills  in  virtually  the  same  manner,  would  have 
any  different  effect. 

Allegation:  The  program  would  interfere 
with  the  doctor-patient  relationship  and 
would  tend  to  lower  the  quality  of  medical 
care. 

This  is  not  true.  In  the  first  place,  the  cost 
of  services  of  the  individual's  own  physician  is 
not  covered  under  the  bill,  so  there  could  be 
no  direct  effect  on  the  relationship  between  the 
doctor  and  the  patient.  The  indirect  effect  on 
that  relationship  might  well  be  good,  because 
neither  the  doctor  nor  the  patient  would  have  to 
worry  about  how  the  hospital  bills  and  the  bills 
for  other  covered  services  were  to  be  paid. 

Medical  care  in  the  United  States  is,  at  its 
best,  equal  to  or  superior  to  any  in  the  world, 
and  I  would  certainly  oppose  any  program  that 
might  tend  to  lower  that  quality.  One  of  the 
many  reasons  why  the  proposed  program  is  so 
important  is  that  it  would  make  more  adequate 
care  available  to  the  many  aged  people  who 
cannot  now  afford  the  kind  of  care  the  United 
States  is  able  to  provide. 

There  would  be  no  interference  with  estab- 
lished practices  for  providing  health  care;  free- 
dom of  choice  of  physician  and  facilities  would 
not  be  affected.  Just  as  under  Blue  Cross,  the 
patient  could  go  to  any  member  hospital  know- 
ing that  the  costs  of  the  covered  services  he 
receives  would  be  paid  for.  Under  the  proposal, 
the  medical  profession  would  continue  to  have 
the  same  responsibility  for  the  quality  of  medi- 
cal care  available  to  the  people  of  the  United 
States  as  it  has  today.  The  providers  of  service 
would  still  be  responsible  for  determining  what 
services  they  would  make  available.  Moreover, 
the  proposed  program  would  put  the  hospitals 
on  a  more  solid  financial  footing  and  make 
improvements  possible  that  the  hospitals  can- 


not now  afford.  Since  hospitals  would  be  paid 
for  the  full,  reasonable  costs  of  the  covered 
hospital  services  the  elderly  receive,  they  no 
longer  would  be  saddled  with  the  burden  that 
now  results  because  some  aged  patients — or 
assistance  agencies  responsible  for  their  bills — 
do  not  pay  their  full  way. 

Allegation:  Insuring  the  aged  would  result 
in  great  overutilization  of  hospitals. 
This  is  not  true  even  though  utilization  of 
hospital  services  would  increase  somewhat  if 
this  proposal  were  enacted.  It  is  well  known 
that  persons  with  hospital  insurance  use  some- 
what more  hospital  services  than  do  the  unin- 
sured. 

However,  the  bill  provides  three  kinds  of 
safeguards  against  unnecessary  utilization  of 
covered  services.  First,  as  is  usual  under  health 
insurance  generally,  the  physician  must  certify, 
and  at  certain  times  recertify,  that  services  are 
required  for  medical  treatment  or  diagnosis. 
Second,  a  self-governing  hospital  utilization 
committee,  composed  of  doctors  and  other 
professional  people — not  Government  em- 
ployees— would  gather  and  review  data  on 
admissions,  duration  of  stay,  and  services  fur- 
nished. If  after  21  days  of  hospitalization,  the 
physicians'  committee  determined  that  further 
services  were  not  needed,  payment  would,  after 
due  notice,  be  stopped.  This  safeguard  is 
modeled  after  practices  that  have  been  found 
succeessful  in  many  of  the  best  hospitals.  Third, 
since  protection  is  provided  against  the  costs 
of  outpatient  diagnostic  services,  skilled  nursing 
facility  care,  and  home  health  services,  some 
of  the  pressure  to  use  inpatient  hospital  care 
would  be  relieved. 

Allegation:  The  program  inevitably  will  be 
expanded  to  include  workers  of  all  ages,  and 
the  consequences  will  be  high  costs  and  an 
invasion  of  a  field  better  left  to  private 
insurance. 


I  do  not  believe  that  such  a  thing  will  happen. 
As  previously  stated,  there  is  a  unique  prob- 
lem for  older  people.  It  is  they  who  have  the 
high  health  costs.  It  is  they  who  have  the  low 
incomes.  It  is  they  who,  as  a  rule,  cannot  buy 
low-cost  group  insurance.  This  combination  of 
high  health  costs,  low  incomes,  and  unavail- 
ability of  group  insurance  is  what  clearly  dis- 
tinguishes the  situation  of  the  aged  as  a  group 
from  the  situation  of  younger  workers  as  a 
group.  The  vast  majority  of  young  workers 
can  purchase  private  insurance  protection — 
usually  on  a  group  basis  and  frequently  with 
the  help  of  the  employer.  I  think  for  younger 
employed  people,  voluntary  private  plans  can 
do  the  job. 

Allegation  :  //  is  impossible  to  make  a  reason- 
able estimate  of  the  cost  of  the  proposal. 
We  do  not  agree.  The  most  expensive  bene- 
fit in  the  proposal  is  the  hospital  benefit,  and 
in  estimating  its  cost  we  have  used  the  great 
amount  of  data  that  is  available  on  the  hos- 
pitalization experience  of  aged  people,  includ- 
ing data  on  aged  people  who  have  hospitaliza- 
tion insurance.  Our  estimate  of  the  cost  of  the 
proposal  is  based  on  the  best  and  most  complete 
data  available  and  on  the  best  actuarial  judg- 
ment. The  Chief  Actuary  of  the  Social  Security 
Administration,  Mr.  Robert  J.  Myers,  is  here 
with  me  today,  and  he  will  be  happy  to  answer 
any  questions  you  may  have  about  the  estimates. 

Mr.  Chairman,  and  members  of  the  Committee, 
I  would  like  to  summarize  my  position: 
It  is  that  (1)  our  system  of  retirement  pro- 
tection under  social  security  cannot  provide  real 
security  for  the  aged  until  it  includes  a  sub- 
stantial measure  of  protection  against  the  costs 
of  expensive  illness;  that  (2)  only  in  social 
security  do  we  have  a  widely  applicable  mecha- 
nism through  which  people  can  pay  while 
working  toward  protection  after  retirement; 
that  (3)  people  over  age  65  cannot  afford  to 


pay  at  that  time  for  adequate  protection  be- 
cause the  need  for,  and  therefore  the  cost  of, 
care  is  high  and  yet  incomes  are  low;  that 
(4)  for  this  reason  private  voluntary  insurance 
cannot  do  the  job  alone,  even  though  it  can 
provide  valuable  protection  complementary  to 
social  security;  that  (5)  it  is  neither  desirable 
nor  practical  to  rely  on  assistance  as  the 
primary  method  of  meeting  the  health  needs 
of  older  people,  even  though  the  medical 
assistance  for  the  aged  program  could  develop 
into  an  important  adjunct  to  a  basic  social 
security  plan;  and  that  (6)  this  coordination 
of  basic  contributory  social  insurance,  private 
voluntary  insurance,  and  public  assistance  is  the 
same  coordination  that  has  worked  so  well  in 
the  United  States  in  relation  to  cash  benefits 
in  retirement. 

*    *  * 

The  problem  facing  us  is  an  urgent  and 
growing  one.  The  number  and  proportion  of 
aged  persons  in  our  population  are  increasing. 
The  cost  of  health  care — and  especially  the 
cost  of  the  most  expensive  element,  hospital 
care — continues  to  rise.  Medical  technology 
continues  to  advance  and  health  care  becomes 
not  only  more  valuable  and  more  important 
but  also  more  expensive.  It  is  a  cruel  irony 
that  the  aged,  who  have  more  than  ordinary 
health  needs  and  who  stand  to  benefit  the 
most  from  improvements  in  health  care,  often 
find  this  higher  quality  of  care  beyond  their 
means. 

A  practical  solution  is  through  an  approach 
under  which  people  make  provision  for  a 
substantial  part  of  the  high  health  costs  of  old 
age  in  advance  and  over  their  working  lifetimes. 
The  social  security  program  is  the  only  mech- 
anism that  can  make  this  approach,  and  the 
protection  it  would  provide,  a  reality  for  prac- 
tically everyone.  With  basic  protection  fur- 
nished under  social  security  and  complementary 
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protection  by  private  insurance,  the  large  and 
unpredictable  expenses  of  illness  could  be  met 
by  most  older  persons  without  resort  to  assist- 
ance. 

Illness  in  old  age  can  in  itself  make  a  travesty 
of  the  golden  years.  Must  older  people  also 
suffer  the  other  consequences  now  associated 
with  illness  in  old  age — personal  bankruptcy, 
unwilling  dependency  on  children  or  on  public 
assistance,  and  loss  of  pride  and  peace  of  mind  ? 

The  answer  is  no.  We  as  a  nation  owe  these 
older  people  the  opportunity  to  live  their  re- 
maining years  in  dignity. 


As  the  President  stated  earlier  this  year: 
"A  proud  and  resourceful  nation  can  no 
longer  ask  its  older  people  to  live  in  con- 
stant fear  of  a  serious  illness  for  which 
adequate  funds  are  not  available.  We  owe 
them  the  right  of  dignity  in  sickness  as 
well  as  in  health.  We  can  achieve  this 
by  adding  health  insurance — primarily 
hospitalization  insurance — to  our  success- 
ful social  security  system." 

Thank  you  for  your  consideration. 
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STATEMENT 
by 

Anthony  J.  Celebrezze 
Secretary  of  Health,  Education,  and  Welfare 
before  the  Committee  on  Finance  of  the  Senate 
on  H.R.  11865, 
the  proposed  Social  Security  Amendments  of  1964 
Thursday,  August  6,  1964 
10  a.m.,  EST. 


Mr.  Chairman  and  members  of  the  Committee:  H.R.  11865,  the  Social  Security 
Amendments  of  1964  as  passed  by  the  House  of  Representatives,  provides  for 
certain  changes  in  the  benefits,  coverage  and  financing  of  the  old-age,  survivors, 
and  disability  insurance  provisions  of  the  social  security  program.    I  plan  to 
summarize  those  provisions  briefly  and  to  submit  for  the  record  a  more  detailed 
statement  on  certain  technical  aspects  of  the  bill. 

In  addition  I  shall  point  out  that  H.R.  11865  is  seriously  lacking  in  the  area  of 
highest  priority  need.   It  fails  completely  to  offer  those  past  65  an  avenue  through 
which  they  can  afford  and  obtain  adequate  basic  health  insurance  protection.  It 
thus  fails  to  come  to  grips  with  the  gravest  threat  to  financial  security  and  peace 
of  mind  in  old  age. 

What  is  needed  to  provide  security  in  old  age,  in  sickness  as  well  as  in  health, 
is  a  three-pronged  attack  on  the  problem; 

First  and  most  urgent,  hospital  insurance  for  the  aged  should  be  provided 
under  the  social  security  program  so  that  older  people  would  be  assured  of 
being  able  to  meet  this  major  item  of  expensive  health  care  in  a  way  consistent 
with  dignity  and  self-respect. 

Second,  with  a  substantial  portion  of  their  health  needs  provided  for  under 
social  security,  a  high  proportion  of  the  aged  will  be  able  to  supplement  their 
social  security  protection  through  the  purchase  of  private  insurance  covering 
physicians'  services  and  other  major  medical-care  costs. 

Third,  the  provision  of  hospital  insurance  under  social  security  will  make  better 
medical  assistance  programs  possible  under  the  Kerr -Mills  program  for  those 
who  do  not  have  their  medical  needs  met  otherwise.   This  is  true  because  the 
fiscal  burden  imposed  on  the  States  to  provide  medical  care  for  the  aged  will 
be  greatly  reduced  by  hospital  insurance  under  social  security.  Hospital 
insurance  through  social  security  would  reduce  the  cost  of  current  medical 
assistance  payments  for  the  aged  by  40  percent. 

This  is  the  same  three-pronged  approach  which  has  worked  so  successfully  in  the 
provision  of  retirement  income  in  the  United  States — a  contributory  social  insurance 
system  covering  just  about  everyone,  with  some  34,  000  private  plans  and  private 
savings  and  insurance  building  on  this  social  security  and,  finally,  underlying  the 
whole  effort,  the  last-resort  program  of  old-age  assistance  for  those  who  needs 
are  not  met  in  other  ways. 
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Before  going  further  into  a  discussion  of  hospital  insurance,  I  should  like  first  to 
summarize  the  provisions  of  the  bill. 

The  Benefit  Increase 

The  bill  would  provide  for  a  5 -percent  increase  in  the  benefits  payable  to  the 
people  now  on  the  benefit  rolls  and  to  those  who  will  come  on  the  rolls  in  the  future 
and  would  increase  from  $4800  to  $5400  the  amount  of  annual  earnings  that  is 
counted  for  benefits  and  subject  to  contribution  for  the  support  of  the  program  (the 
so-called  "earnings  base").   The  long-range  cost  of  the  proposal  is  0.42  percent 
of  covered  payroll. 

For  retired  workers  now  on  the  benefit  rolls  who  started  to  get  benefits  at  or  after 
age  65,  monthly  payments  would  range  from  $42  to  $133.40.   The  increases  for 
retired  workers  will  range  from  $1 . 60  (for  a  worker  at  the  minimum  benefit  level 
who  comes  on  the  rolls  at  age  62  when  the  new  rates  become  effective)  to  $6.40 
(for  a  worker  at  the  $400  average  monthly  earnings  level  who  is  over  65).    For  a 
wife,  the  increase  will  range  from  80  cents  at  the  comparable  minimum  level  to 
$3.  20  at  the  maximum.    Where  the  sole  survivor  beneficiary  is  an  aged  widow,  the 
increase  for  her  would  range  from  $2  to  $5.30. 

The  $5400  earnings  base,  which  would  go  into  effect  in  1965,  would  increase  benefits 
for  those  with  earnings  over  $4800  who  retire  in  the  future  and  would  ultimately 
result  in  a  maximum  benefit  for  the  worker  of  $143.40,  rather  than  $127  as  under 
present  law. 

The  maximum  on  total  benefits  payable  to  a  family  would  also,  of  course,  be  higher 
than  under  existing  law.   The  maximum  family  benefit  amounts  would  range  from 
$63  at  the  lowest  average  monthly  earnings  level  to  $300  at  the  maximum  average 
monthly  earnings  level — as  against  a  range  of  $60  to  $254  under  present  law. 

The  benefit  increase  provided  in  the  bill  would  be  effective  for  the  second  month 
following  the  month  of  enactment.    The  earnings  base  increase  would  be  effective 
January  1,  1965. 

Special  Transitional  Benefits  for  People  Now  at  Advanced  Ages 

This  special  provision  would  grant  benefits  to  certain  people  now  in  their  70's  or 
older  for  a  minimum  of  3  quarters  of  coverage  instead  of  a  minimum  of  6  quarters 
of  coverage  as  in  present  law.    Primary  beneficiaries  would  receive  $35  a  month, 
the  widows  would  receive  the  same  amount  and  wives  would  receive  $17.50.   It  is 
estimated  that  400,  000  people  who  have  had  some  work  covered  by  the  program,  or 
whose  husbands  have  had  such  work,  would  be  added  to  the  rolls  by  this  provision. 
The  long-range  cost  of  this  proposal  would  be  0.  01  percent  of  payroll. 
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Benefits  for  Widows  at  age  60 

The  bill  includes  a  provision  to  make  widow's  benefits  available  at  age  60,  with 
the  benefits  of  those  widows  who  start  receiving  them  before  age  62  reduced  to 
take  account  of  the  longer  period  over  which  they  would  be  paid.   An  estimated 
180,  000  widows  age  60  or  61  on  the  effective  date  of  the  bill  are  expected  to 
claim  benefits  during  the  first  year  of  operation.    Because  the  benefit  amounts 
would  be  actuarially  reduced,  payment  of  the  widow's  benefits  before  age  62  would 
not  increase  the  long-run  cost  of  the  program. 

Benefits  for  Children  Attending  School  after  Attaining  Age  18 

Under  the  bill  benefits  would  be  payable  to  a  child  up  through  age  21  if  he  is 
attending  school,  rather  than  stopping  at  age  18  as  under  present  law.  Mother's 
benefits  in  such  cases  would  not  be  payable. 

This  new  provision  provides  for  the  payment  of  benefits  to  children  through  their 
attendance  at  high  school,  and  for  some  or  all  of  the  period  when  they  are  going 
to  college.   An  estimated  275,  000  children  aged  18  to  21  on  the  effective  date  of 
this  provision  are  expected  to  claim  benefits  during  the  first  year  of  operation. 
The  proposal  has  a  long-run  cost  of  0.10  percent  of  covered  payroll. 

The  Coverage  Provisions  of  the  Bill 

There  are  four  changes  that  would  be  made  by  the  coverage  provisions  of  the  bill 
that  have  more  than  technical  significance.   The  bill  would  provide  social  security 
credits  for  tips  received  by  employees  in  the  course  of  their  work.   It  would  bring 
self-employed  doctors  of  medicine  under  social  security  on  the  same  basis  as 
other  self-employed  people.   The  bill  would  make  coverage  available  on  permissive 
basis  to  policemen  and  firemen  under  retirement  systems  in  all  States.   It  would 
also  make  a  change  in  the  provision  in  the  law  which  permits  farmers  with  low  net 
earnings  to  report  either  actual  net  earnings  or  2/3  of  their  first  $1,800  of  gross 
income.   The  House  bill  would  raise  the  $1,  800  figure  to  $2,  400. 

Financing 

The  changes  made  by  the  bill  would  be  financed  by  increasing  the  maximum  earnings 
base  from  $4,  800  to  $5,400,  beginning  January  1,  1965,  and  by  a  revised  tax 
schedule.   The  last  increase  in  the  earnings  base,  to  $4,800,  was  enacted  in  1958 
and  was  effective  starting  with  1959.    If  a  $4,  800  earnings  base  had  been  in  effect 
in  1958,  about  55  percent  of  regularly  employed  men  would  have  had  all  of  their 
earnings  taxed  and  credited  toward  benefits.   In  comparison,  if  a  $5,400  earnings 
base  were  effective  this  year  about  48  percent  of  regularly  employed  men  would 
have  had  all  of  their  earnings  taxed  and  credited  toward  benefits.   Thus  the  increase 
to  $5,400  is  a  rather  conservative  adjustment  to  the  economic  changes  that  have 
taken  place  since  the  last  time  the  Congress  made  a  change  in  this  figure. 
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In  addition  to  making  higher  benefits  possible  for  people  at  average  and  above 
average  earnings  levels,  an  increase  in  the  earnings  base  results  in  a  decrease 
in  the  cost  of  the  program  expressed  as  a  percentage  of  covered  payrolls.  Raising 
the  earnings  base  results  in  a  net  saving  to  the  program  because  the  law  provides 
benefits  that  are  a  higher  percentage  of  earnings  at  lower  earnings  levels  than  at 
the  higher  levels  but  the  income  is  determined  by  a  flat  percentage  tax.  The 
proposed  increase  in  the  earnings  base  would  produce  a  net  income  equivalent  to 
.  25  percent  of  taxable  payroll.    Similarly  an  incidental  effect  of  the  extensions  of 
coverage  in  the  bill  is  to  produce  a  net  income  of  0.  03  percent  of  payroll. 

The  income  from  the  higher  earnings  base  and  coverage  extensions  is  not  enough 
to  finance  the  full  cost  of  the  higher  benefits  and  other  improvements  made  by  the 
bill.   The  remainder  of  the  cost  would  be  met  by  a  revised  tax  schedule.  Under 
this  schedule  the  contribution  rates  would  increase  more  slowly  and  gradually 
than  under  present  law,  so  that  excessive  accumulations  of  funds  in  the  next 
several  years,  with  possible  depressing  effects  on  the  economy,  would  be  avoided. 
Under  existing  law,  the  tax  rate  for  employers  and  employees  would  be  increased 
1/2  of  one  percent,  from  3-5/8  to  4-1/8,  in  1966  and  again  in  1968,  when  the 
ultimate  rate  of  4-5/8  percent  would  become  effective.    Under  the  schedule  in  the 
bill  the  rate  in  1965  would  be  3.8  percent  instead  of  3-5/8,  in  1966  it  would  be 
4  percent  instead  of  4-1/8  and  the  rates  would  remain  below  those  scheduled  in 
present  law  until  1971.   In  1971  the  employee-employer  rate  would  be  4.8  percent — 
0. 175  percent  higher  than  the  4-5/8  percent  ultimate  rate  under  present  law. 
Corresponding  changes  would  be  made  in  the  tax  rate  for  the  self-employed  so 
that  it  would  continue  to  be  1-1/2  times  the  rate  paid  by  employees. 

The  bill  would  allocate  to  the  disability  insurance  trust  fund  0.15  percent  of  taxable 
wages  and  0. 1125  percent  of  taxable  self -employment  income  more  than  is  now 
allocated  to  it.   This  will  bring  the  total  allocation  to  the  disability  insurance 
trust  fund  to  0.65  percent  of  taxable  wages  and  0.4875  of  taxable  self-employment 
income  for  years  beginning  after  1964  and  will  bring  this  fund  into  almost  exact 
actuarial  balance  (an  imbalance  of  only  .  01  percent  of  taxable  payroll)  as  contrasted 
with  the  present  imbalance  of  0. 14  percent  of  taxable  payroll. 

An  increase  in  the  allocation  to  the  disability  insurance  trust  fund  was  included  in 
the  bill  because  disability  insurance  termination  rates  due  to  death  and  recovery 
have  been  lower  than  previously  anticipated,  with  the  result  that  the  costs  of  the 
disability  insurance  part  of  the  program  have,  since  the  addition  of  dependents' 
benefits  and  the  elimination  of  the  age -50  restriction,  been  somewhat  higher  than 
expected.   This  change  in  the  allocation  as  between  the  two  trust  funds  will  not 
affect  the  actuarial  balance  of  the  whole  program.   It  will,  however,  provide  a  more 
reasonable  division  of  income  between  the  old-age  and  survivors  insurance  trust 
fund  and  the  disability  insurance  trust  fund. 
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The  present  social  security  program  is  in  close  actuarial  balance.   The  estimated 
imbalance  of  0.24  percent  of  taxable  payroll,  2.6  percent  relative  to  the  cost  of 
the  program,  is  well  within  any  reasonable  margin  of  safety  taking  into  account 
the  long-run  nature  of  the  program  and  the  nature  of  the  long-range  assumptions 
on  which  estimates  are  based.   The  changes  made  by  the  bill  would  reduce  the 
small  long-range  imbalance  still  further  to  0. 19  percent  (0.18  percent  for  the 
old-age  and  survivors  insurance  part  of  the  program  and  0.01  percent  for  the 
disability  insurance  part);  this  figure  is  to  be  compared  with  the  imbalance  of 
0.  30  percent  that  was  considered  acceptable  by  the  Trustees  and  the  Congress 
when  the  1961  amendments  (the  most  recent  amendments  that  had  a  cost  effect) 
were  enacted. 

Taken  separately,  the  disability  insurance  part  of  the  system — as  a  result  of  the 
reallocation  of  contribution  income  made  by  the  bill — is  in  almost  exact  actuarial 
balance  while  the  old-age  and  survivors  insurance  part  is  within  2.  0  percent 
relative  to  its  total  cost. 

The  Job  Left  Undone 

As  I  indicated  earlier,  H.R.  11865  fails  completely  in  providing  for  the  highest 
priority  need — hospital  insurance  protection  under  social  security. 

The  reasons  the  Administration  favors  hospital  insurance  for  older  people  under 
social  security  and  the  supporting  evidence  for  our  position  have  been  documented 
in  detail — most  recently  before  the  House  Committee  on  Ways  and  Means  and 
the  Subcommittee  on  Health  of  the  Elderly,  a  Subcommittee  of  the  Senate  Special 
Committee  on  Aging.    Testimony  on  this  subject  was  also  presented  to  this 
Committee  in  1960.   The  recently  completed  Social  Security  Administration  Survey 
of  the  Aged  verifies  our  previous  conclusions  and  I  am  attaching  a  statement  of 
findings  from  this  survey.  * 

The  problem  is:  People  after  65  have  need  of  much  more  medical  care  than  people 
at  younger  ages.   They  use,  for  example,  three  times  as  many  hospital  days  on 
the  average.    Yet  the  incomes  that  the  aged  have  available  to  pay  for  this  much 
larger  amount  of  care  are  on  the  average  only  about  one-half  as  large  as  the 
incomes  of  younger  people.   It  is  for  this  reason  that  any  approach,  such  as  most 
private  insurance,  that  seeks  to  finance  the  high  health  costs  of  older  people 
entirely  out  of  their  retirement  income  cannot  do  the  job  for  the  great  majority 
of  people.    Reasonably  adequate  health  insurance  for  an  aged  couple  (health 


*The  materials  referred  to  are: 

Research  and  Statistics  Note  No.  2-- February  24,  1964,  U.S.  Department  of  Health,  Education, 
and  Welfare,  Social  Security  Administration,  Division  of  Research  and  Statistics;  Income  of  the 
Aged  in  1962:  First  Findings  of  the  1963  Survey  of  the  Aged  by  Lenore  A.  Epstein,  Reprinted 
from  the  Social  Security  Bulletin— March  1964;  and  Medical  Care  Costs  for  the  Aged:  First 
Findings  of  the  1963  Survey  of  the  Aged  by  Elizabeth  A.  Langford;  Health  Insurance  Coverage 
of  the  Aged  and  Their  Hospital  Utilization  in  1962:  Findings  of  the  1963  Survey  of  the  Aged  by 
Dorothy  P.  Rice,  Reprinted  from  the  Social  Security  Bulletin--July  1964. 


insurance  covering  the  cost  of,  say,  one-half  of  their  total  medical  bills)  costs 
from  over  $400  to  $550  a  year  when  it  is  available.   This  represents  one-sixth  or 
more  of  the  income  of  the  average  older  couple  and  they  just  cannot  afford  it. 

What  is  needed,  and  what  the  President  has  proposed,  is  a  system  under  which 
workers  will  pay  contributions  during  their  productive  years  toward  protection 
against  the  high  health  costs  that  can  be  expected  to  beset  them  in  later  years, 
and  only  social  security — offers  a  ready-built,  pay-while-working  arrangement  that 
can  make  hospital  insurance  in  oldage  available  to  practically  everybody. 

With  a  social  security  hospital  insurance  program  for  the  elderly  in  effect, 
private  insurance  would  play  an  even  more  important  role  in  protecting  older 
persons  than  it  does  today.   Having  contributed  toward  their  basic  hospital 
insurance  when  they  were  working,  older  people  would  be  in  a  position  to  take 
premiums  many  now  pay  for  inadequate  protection  against  hospital  costs  and  apply 
them  to  insurance  that  would  cover  other  health  costs,  such  as  physicians'  care. 
Thus  they  would  have,  through  a  combination  of  public  and  private  plans,  a  level 
of  protection  that  only  a  very  few  of  the  aged  can  now  afford. 

While  almost  all  of  the  aged  will  be  able  to  stand  on  their  own  feet,  as  they 
strongly  desire,  when  social  security  basic  hospital  insurance  protection  is 
made  available,  medical  assistance  for  the  aged  and  other  public  assistance 
programs  would  be  available  to  serve  as  a  backstop  to  meet  exceptional  needs. 
As  a  matter  of  fact,  with  the  large  cost  of  hospital  care  for  older  people  removed 
as  a  burden  on  the  general  taxpayer  in  the  States,  it  would  be  possible  to  have 
more  adequate  medical  assistance  generally  available. 

Although  relief  and  assistance  are  necessary  as  a  backstop,  I  am  opposed  to 
putting  our  main  reliance  on  medical  aid  programs  which  subject  the  aged  to 
the  humiliation  of  a  test  of  need  and  which  are  a  direct  burden  upon  the  general 
taxpayer.   It  is  sound  policy  to  provide  that  those  who  will  benefit  from  medical 
protection  should  contribute  directly  to  the  cost  of  the  benefit  and  have  that  protection 
as  a  matter  of  right. 

It  is  now  29  years  since  the  Congress  of  the  United  States  made  the  basic 
decision  to  place  primary  reliance  on  a  program  of  preventing  poverty  and 
dependency  among  our  elderly  citizens  rather  than  merely  relieving  poverty 
through  assistance  after  it  occurs.    This  decision  was  strongly  reaffirmed  in 
1950  when  this  Committee  was  concerned  about  the  fact  that  more  older  people 
were  on  public  assistance  rolls  than  were  eligible  for  benefits  under  social 
security  and  by  the  consequent  drain  on  public  revenues — Federal,  State  and 
local — which  was  large  and  growing  larger  every  day. 

The  Report  of  the  Senate  Committee  on  Finance  on  the  Social  Security  Amendments 
of  1950  stated  as  follows: 
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"Your  committee's  impelling  concern  in  recommending  passage  of  H.R. 
6000,  as  revised,  has  been  to  take  immediate,  effective  steps  to  cut  down 
the  need  for  further  expansion  of  public  assistance,  particularly  old-age 
assistance.    Unless  the  insurance  system  is  expanded  and  improved  so  that 
it  in  fact  offers  a  basic  security  to  retired  persons  and  to  survivors,  there 
will  be  continual  and  nearly  irresistible  pressure  for  putting  more  and 
more  Federal  funds  into  the  less -constructive  assistance  programs.  We 
consider  the  assistance  method  to  have  serious  disadvantages  as  a  long- 
run  approach  to  the  Nation's  social-security  problem.   We  believe  that 
improvement  of  the  American  social-security  system  should  be  in  the 
direction  of  preventing  dependency  before  it  occurs,  and  of  providing  more 
effective  income  protection,  free  from  the  humiliation  of  a  test  of  need. 
Accordingly  your  committee  recommends  action  designed  to  immediately 
bolster  and  extend  the  system  of  old-age  and  survivors  insurance.  ..." 
(May  17,  1950) 

We  face  a  situation  today  parallel  to  the  one  the  Committee  faced  in  1950.  At 
that  time,  many  older  people  had  to  go  on  public  assistance  to  meet  everyday 
living  costs.   Now  we  find  that  a  growing  proportion  of  people  must  turn  to 
public  assistance  because  they  are  not  able  to  meet  their  health  costs.  Expenditures 
for  medical  care  for  people  65  and  over  under  the  assistance  programs  are  running 
some  $900  million  a  year,  one-third  of  all  the  money  being  spent  for  public 
assistance  for  older  people,  and  the  amount  is  growing.   If  reasonably  adequate 
medical  assistance  for  the  needy  aged  were  available  throughout  the  United  States 
it  would  cost,  in  the  absence  of  hospital  insurance  under  social  security,  at  least 
$1.8  billion  a  year. 

To  avoid  high  costs  to  the  general  taxpayer  at  local,  State  and  Federal  levels  and 
to  protect  the  dignity  and  independence  of  older  people,  we  must  once  again  place 
our  main  emphasis  on  social  insurance  rather  than  put  more  and  more  Federal 
funds  into  the  Kerr-Mills  program. 

The  provision  of  hospital  insurance  under  social  security  has  an  importance  that 
extends  to  all  parts  of  the  population.   Not  only  will  it  provide  protection  with 
dignity  for  those  who  are  presently  old,  but  it  will  also  relieve  those  in  the 
middle  generation  who  frequently  now  must  divert  savings  and  income  from 
meeting  the  needs  of  their  children  to  help  pay  for  the  medical  care  of  stricken 
parents.    Most  important  of  all,  the  addition  of  this  protection  to  our  social 
security  program  would  make  a  permanent  contribution  to  the  solution  of  the 
problem,  with  those  now  middle  aged  and  younger  making  current  provision  for 
the  protection  that  they  will  need  in  later  years. 


Mr.  Chairman  and  Members  of  the  Committee,  the  need  for  hospital  insurance 
under  social  security  is  most  urgent.   There  are  laws  which  provide  for  income 
tax  deductions  for  medical  expenses  which  help  those  who  are  relatively  well 
off  and  laws  that  help  the  very  poor  through  public  assistance.    But  there  are  no 
laws  to  help  the  great  majority  of  older  people  who  face  the  ever  present 
danger  of  high  and  unpredictable  medical  care  costs.   The  problem  is  not  one  on 
only  the  very  poor.   It  is  unfortunately  a  problem  facing  just  about  all  of  our  older 


citizens.   I  do  not  believe  the  aged  should  be  asked  to  wait  longer  for  this  needed 
protection.    I  hope  very  much,  therefore,  that  the  Congress  this  year  will  make 
provision  under  social  security  for  hospital  insurance  for  older  people. 
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FOREWORD 


Proposals  to  add  hospital  benefits  for  beneficiaries  aged 
65  and  over  to  the  OASDI  program  have  created  an  interest  in  the 
data  and  methods  used  to  develop  actuarial  cost  estimates  in  this 
new  area.    This  Study  is  a  revision  and  expansion  of  Actuarial 
Study  No.  52 f  which  dealt  with  an  earlier  version  of  the  Adminis- 
tration proposal. 

It  is  the  policy  of  the  Division  of  the  Actuary  to  make  its 
methods  and  procedures  available  to  those  interested.    It  is  our 
hope  that  this  Study  will  provide  the  information  not  readily 
available  in  other  published  reports. 


Robert  J.  Myers 
Chief  Actuary 

Social  Security  Administration 
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A.  Introduction 


This  Study  presents  long-range  actuarial  cost  estimates  for  the 
Hospital  Insurance  Bill,  H.R.  3920,  introduced  by  Congressman  King  on 
February  21  (an  identical  bill,  S.  880,  was  introduced  by  Senator  Ander- 
son on  the  same  date).    H.R.  3920  contains  the  recommendations  for  a 
hospital  insurance  program  for  beneficiaries  aged  65  or  over  under  the 
Old-Age,  Survivors,  and  Disability  Insurance  system  made  by  President 
Kennedy  as  part  of  his  Message  Transmitting  Recommendations  Relating  to 
the  Elderly  Citizens  of  Our  Nation  (House  Document  No.  72,  88th  Congress). 
In  addition,  the  proposal  would  provide  similar  protection  for  benefici- 
aries under  the  Railroad  Retirement  system  and  for  most  persons  aged  65 
and  over  in  1965  (and  for  those  attaining  this  age  in  the  next  few  years) 
who  are  not  insured  under  either  of  the  social  insurance  systems. 

As  to  OASDI  beneficiaries,  this  bill  would  provide  a  specific  pro- 
gram of  hospital  and  related  benefits  for  all  persons  who  are  (l)  aged 
65  and  over  and  (2)  "entitled"  to  monthly  benefits.    The  term  "entitled" 
means  that  the  individual  meets  all  the  statutory  provisions  governing 
eligibility  for  monthly  benefits  (old-age,  dependent,  or  survivor)  and 
has  filed  an  application  therefor  (which  may  be  concurrent  with  applica- 
tion for  hospital  benefits).    The  term  thus  includes  not  only  benefici- 
aries in  current -payment  status,  but  also  those  who  are  not  drawing 
monthly  benefits  because  they  are  continuing  in  substantial  employment. 
The  following  benefits  would  be  provided: 

(a)  90  days  of  semi -private  hospital  care  within  a  "benefit 
period",  with  a  deductible  of  $10  per  day  for  the  first 
9  days  /(minimum  deductible  of  $20);  the  beneficiary  can 
elect^/,  irrevocably,  to  have  either  of  two  other  types 
of  protection--(l)  a  45-day  maximum  with  no  deductible 
or  (2)  a  180 -day  maximum  with  a  flat  deductible  In  an 
amount  equal  to  2k  times  the  average  daily  hospital  cost 
under  the  programE/  (except  that  the  deductible  will  be 
the  customary  charges  for  the  particular  case  if  these 
are  less  than  the  amount  of  the  flat  deductible). 

(b)  180  days  of  ski lied -nursing-facility  services  within  a 
"benefit  period",  when  such  services  are  furnished  follow- 
ing transfer  from  a  hospital  and  are  necessary  for  continued 
treatment  of  a  condition  for  which  the  individual  was 
hospitalized. 

(c)  240  home -health -service  visits  during  a  calendar  year. 

&/    For  insured  persons  aged  55  and  over  at  the  end  of  1964,  the  election 
must  be  made  in  June -November  1964.    For  insured  persons  reaching  age 
65  after  1964,  the  election  must  be  made  in  the  3-month  period  preced- 
ing the  month  of  attaining  age  65. 

b/    This  average  cost  for  a  particular  calendar  year  is  based  on  the  actual 
average  in  the  second  preceding  calendar  year.    For  1965  and  I966,  the 
average  cost  is  established  in  the  bill  at  $37  (so  that  the  flat  de- 
ductible is  $92.50). 


(d)    Outpatient -hospital -diagnostic  services  in  excess  of  a  $20 
deductible  during  a  50-day  period. 

The  term  "benefit  period"  means  the  period  beginning  with  the  first  day 
that  an  individual  receives  hospitalization  benefits  and  ending  with  the 
90th  day  thereafter  during  each  of  which  he  has  not  been  a  patient  in  a 
hospital  or  a  skilled  nursing  home  (but  such  90  days  must  occur  within 
a  180-day  period).    The  benefits  would  first  be  available  in  January  1965, 
except  for  nursing-home  benefits,  which  would  first  be  available  in  July 
1965. 

These  benefits  for  OASDI  beneficiaries  (and  the  accompanying  ad- 
ministrative expenses)  would  be  financed,  on  a  long-range  basis,  by  (l) 
an  increase  in  the  combined  employer-employee  contribution  rate  of 
(effective  in  1965)>  with  a  corresponding  increase  in  the  rate  for  the 
self-employed  (amounting  to  .k<fc),  and  (2)  the  "gain"  to  the  OASDI  system 
resulting  from  increasing  the  maximum  earnings  base£/  from  $4,800  to  $5,200 
(effective  in  1965).    The  gain  from  increasing  the  earnings  base  is  esti- 
mated to  be  equivalent  to  the  effect  of  a  rise  in  the  combined  employer- 
employee  contribution  rate  of  .18$  of  payroll,  on  the  basis  of  1961  earn- 
ings levels  (as  used  in  the  actuarial  cost  estimates).    This  income  would 
be  channelled  into  the  Hospital  Insurance  Trust  Fund,  which  would  be  es- 
tablished on  a  basis  similar  to  that  of  the  existing  OASI  and  DI  Trust  Funds . 

The  same  benefit  protection  would  be  available  to  beneficiaries 
under  the  Railroad  Retirement  system.^/    Persons  who  are  beneficiaries 
under  both  systems  would,  of  course,  not  receive  "double"  benefits.  The 
employer  and  employee  contribution  rates  would  be  increased  by  the  same 
amount  as  under  the  OASDI  system,  but  the  taxable  wage  basis  would  not 
be  changed  from  the  present  $U00  per  month.    The  financial  interchange 
provisions^/  would  apply  so  that,  in  essence,  the  OASDI  system  would  be 
"reinsuring"  the  hospital -benefit  experience  of  the  Railroad  Retirement 
system,  which  would  neither  gain  nor  lose  as  a  result  of  the  actual  ex- 
perience.   The  Railroad  Retirement  system  would,  of  course,  have  to  pro- 
vide out  of  its  existing  financing  the  equivalent  income  arising  from 
raising  the  earnings  base  to  $5>200. 

cj This  gain  results  from  the  "weighting"  in  the  benefit  formula,  such 
that  relatively  higher  benefits  are  paid  to  those  with  lower  average 
earnings,  and  from  the  additional  interest  income  which  arises  from  the 
time  lag  between  the  collection  of  the  increased  contributions  and  the 
payment  of  the  higher  benefits  (based  on  the  increased  covered  earn- 
ings),    ^nus,  under  the  present  law,,  the  primary  benefit  that  is  xay- 
able  on  the  basis  of  the  maximum  average  wage  is  $127  per  month, 
whereas  under  the  bill  this  figure  is  $13^.    This  is  an  increase  of 
5.5$,  as  contrasted  with  the  rise  of  Q.%  in  the  maximum  earnings 
base.    Accordingly,  the  contributions  with  respect  to  a  person  covered 
for  his  entire  working  lifetime  at  the  maximum  creditable  earnings 
would  be  Q.yjo  higher  for  a  $5,200  earnings  base  than  for  a  $4,800  base, 
but  the  benefits  would  be  only  5-5$  higher. 

d/    However,  Railroad  Retirement  beneficiaries  would  have  certain  additional 
benefit  protection  in  that,  under  certain  circumstances,  the  benefits 
would  be  available  in  Canada. 

ej    For  a  description  of  these  provisions,  see  pages  43,  46,  and  k-7  of  the  23rd 
Trustees  Report  (House  Document  No.  80,  88th  Congress). 


Likewise ,  the  benefit  protection  will  be  provided  to  any  person 
aged  65  and  over  on  January  1,  I965  who  is  not  eligible  as  an  OASDI  or  Rail- 
road Retirement  beneficiary  and  who  (a)  is  not  an  employee  of  the  Federal 
Government  or  a  retired  Federal  employee  eligible  for  health  benefits  un- 
der the  plan  established  by  the  Federal  Government  for  such  persons,  (b) 
is  not  a  member  of  a  subversive  organization  and  has  not  been  convicted  of 
subversive  activities,  and  (c)  is  a  citizen  or  has  had  at  least  10  years 
of  continuous  residence.    Persons  meeting  such  conditions  who  attain  age 
65  before  1967  also  qualify  for  the  hospital  benefits,  while  those  attain- 
ing age  65  after  1966  must  have  some  OASDI  or  Railroad  Retirement  coverage 
to  qualify — namely,  3  quarters  of  coverage  (which  can  be  acquired  at  any 
time  after  1956)  for  each  year  elapsing  after  196^  and  before  the  year  of 
attainment  of  age  65  (e.g.  6  quarters  of  coverage  for  attainments  in  19^7 > 
9  quarters  for  1968,  etc.).    This  transitional  provision  "washes  out"  for 
men  attaining  age  65  in  1972  and  for  women  attaining  age  65  in  1971 ,  since 
the  fully-insured-status  requirement  for  monthly  benefits  for  such  categories 
is  then  no  greater  than  the  special -insured  status  requirement.    The  benefits 
for  the  "non-insured"  group  are  paid  from  the  HI  Trust  Fund,  but  with  full 
reimbursement  therefor  from  the  General  Treasury. 

Section  B  gives  the  basic  data  utilized,  the  assumptions  made,  and  the  com- 
putation procedure.    Section  C  presents  the  cost  estimates,  along  with  dis- 
cussion of  changes  made  in  them  in  recent  years.    Finally,  Section  D  out- 
lines the  problems  involved  in  making  actuarial  cost  estimates  for  the  pro- 
posal. 


B. 


Data,  Assumptions,  and  Procedures  In  Cost  Estimates  for  Hospital  and 
Related  Health  Benefits  for  OASDI  Beneficiaries 


The  various  cost  factors  involved  for  each  of  the  types  of  hospital 
and  related  benefits  (such  as  probabilities  of  becoming  hospitalized  and 
average  length  of  hospitalization,  varying  by  age  and  sex)  have  been  de- 
veloped by  the  Division  of  the  Actuary  in  collaboration  with  the  Division 
of  Research  and  Statistics.    These  factors  have  been  applied  to  the  estimated 
numbers  of  OASDI  eligibles,  which  are  available  from  the  long-range  actuarial 
cost  estimates  for  the  existing  cash-benefits  system.    The  latter  are  sum- 
marized in  the  2 3rd  Report  of  the  Board  of  Trustees  of  the  Federal  Old -Age 
and  Survivors  Insurance  Trust  Fund  and  the  Federal  Disability  Insurance 
Trust  Fund,  pages  26-32  and  37-^3  (H.  Doc.  No.  80,  88th  Congress,  March  6, 
1963);  the  general  assumptions  and  procedures  used  in  developing  them  are 
described  in  Actuarial  Study  No.  ^9. 

Factors  Affecting  Hospitalization -Benefit  Costs 

The  elements  affecting  costs  may  be  itemized  as  follows : 

(1)  Number  of  eligible  beneficiaries  and  their  age-sex 
composition; 

(2)  Rates  of  hospital  admission; 

(3)  Average  duration  of  hospitalization; 

(k)    Average  daily  per  capita  hospital  charges;  and 

(5)    Effect  of  maximum -duration  and  deductible  provisions. 

Hospitalization -benefit  costs  for  various  future  years  are  obtained 
by  multiplying  the  estimated  number  of  eligibles  by  a  factor  representing 
the  average  annual  per  capita  cost  of  hospitalization  (after  taking  into 
account  any  maximum -duration  and  deductible  provisions).    This  is  done 
separately  by  sex  and  by  age  groups  (65-69,  70-7^,  and  75  and  over), 
since  hospital  utilization  varies  significantly  by  age  and  sex.    The  age- 
sex  composition  of  the  eligible  group  will  vary  over  the  years.    The  per 
capita  hospitalization-cost  factor  is  derived  in  relation  to  all  eligibles 
in  the  age-sex  group,  including  those  who  are  not  hospitalized. 

The  per  capita  hospitalization-cost  factor  consists  of  two  elements, 
the  average  length  (in  days)  of  compensable  hospitalization  (considering 
all  eligibles,  and  including  the  effect  of  any  deductible,  as  well  as  any 
maximum-duration  provisions)  and  the  average  daily  cost  of  hospitalization 
(including  both  room  and  board,  and  all  other  hospital  services --averaged 
out  on  a  daily  basis). 


-  h  - 


Average  Hospital  Utilization 


First,  considering  the  element  of  average  hospital  utilization, 
the  basic  procedure  is  to  make  the  detailed  calculations  for  a  60-day 
maximum  provision  and  then  to  modify  the  overall  results  for  the  differ- 
ences in  the  provisions  of  the  particular  proposal.    The  basic  data  are 
presented  in  Table  1,  which  shows  hospital  utilization  rates  on  both 
low -cost  and  high-cost  bases.    The  "hospital  utilization  rate"  is  defined 
as  the  average  number  of  hospital  days  experienced  per  person  exposed  to 
risk.     In  other  words,  such  rates  are  the  result  obtained  by  multiplying 
the  proportion  of  persons  experiencing  hospitalization  by  the  average 
duration  of  hospitalization  for  those  hospitalized. 

The  basic  data  are  from  the  Survey  of  Beneficiaries  conducted  by 
the  Social  Security  Administration,  but  with  modifications  to  recognize 
that  the  availability  of  benefits  will  result  In  greater  utilization  than 
that  reported  in  the  Survey.     In  addition,  the  basic  data  have  been  adjusted 
upward  to  allow  for  hospitalization  of  persons  who  died  during  the  year, 
who  were  not  reported  in  the  Survey. 

The  adjustments  for  the  availability  of  hospitalization  benefits 
were  made  in  the  following  manner  (described  in  more  detail  on  pages 
77-78  of  the  1959  Hospitalization  Report).    For  the  high-cost  estimate, 
the  admission  rate  used  was  the  same  as  the  rate  reported  in  the  Survey 
for  those  with  insurance  (approximately  60$>  higher  than  the  reported  rate 
for  those  without  insurance).    The  average  duration  of  hospitalization 
for  the  high -cost  estimate  was  taken  to  be  the  same  as  that  reported  in 
the  Survey  for  those  with  insurance  and  those  without  insurance  combined 
(the  average  duration  for  the  latter  category  was  about  50$  higher  than 
for  the  former) — this  assumption  is,  of  course,  a  "conservative"  one. 

For  the  low-cost  estimate,  the  hospital  utilization  rate  was 
obtained  by  weighting  such  rate  for  insured  persons  in  the  Survey  by  the 
proportion  of  insured  persons  and  by  weighting  such  rate  for  those  in  the 
Survey  without  insurance  by  the  average  hospital  utilization  rate  for  all 
persons  in  the  Survey  (about  5$  higher  than  the  actual  experience  for  the 
uninsured  group).    Also,  a  downward  adjustment  of  the  hospital  utilization 
rate  was  made  for  men  aged  65-69  to  reflect  the  fact  that  utilization  is 
substantially  lower  among  employed  persons  than  among  retired  persons  (a 
high  proportion  of  the  eligibles  in  this  age  group  will  be  employed).  In 
connection  with  the  latter  point,  it  should  be  noted  that  the  beneficiary 
group  surveyed  consisted  of  retired  persons;  thus,  making  no  such  down- 
ward adjustment  in  the  high -cost  estimate  added  an  element  of  conservatism. 
Operating  in  the  other  direction,  however,  is  the  factor  that  utilization 
of  the  proposed  health  benefits  by  persons  with  insurance  in  the  past  may 
be  somewhat  increased  because  of  the  greater  protection  available  in  many 
instances  (where  the  deductible  does  not  have  an  offsetting  effect). 


Table  1 


HOSPITALIZATION  UTILIZATION  RATES  FOR  PERSONS  AGED  65  AND  OVER, 
60 -DAY  MAXIMUM,  AVERAGE  DAYS  PER  PERSON  PER  YEAR 


Low-Cost 

,  Estimate 

High-Cost  Estimate 

Before  Cor- 

Correc- 

Cor- 

Before Cor- 

Correc- 

Cor- 

Age 

rection  for 

tion  for 

rected 

rection  for 

tion  for 

rectec 

Group 

Decedents 

Decedents 

Rate 

Decedents 

Decedents 

Rate 

Men 

65-69 

1.59 

1.93 

2.18 

.43 

2.61 

70-74 

1.66 

.ha 

2.1k 

2.01 

.60 

2.61 

75  &  over 

2.44 

.93 

3.37 

3^6 

1.17 

4.63 

Women 

65-69 

1.59 

.20 

1.79 

1.73 

.25 

1.98 

70-74 

2.42 

.31 

2.73 

2.65 

.38 

3.03 

75  &  over 

2.53 

.78 

3.31 

3.11 

.97 

4.08 

Total^/ 

Total  Persons 

1.99 

.*7 

2.1+6 

2.43 

.58 

3.01 

a/  Obtained  by  weighting  the  rates  by  age  and  sex  by  the  estimated  OASDI 
"eligible"  population  as  of  the  beginning  of  I960. 

Note :    The  figures  shown  above  for  "corrected  rates"  are  the  same  (except 
for  one  correction)  as  those  in  the  table  on  page  101  of  the 
Hospitalization  Report  of  April  3>  1959*  published  by  the  House 
Ways  and  Means  Committees 


The  assumptions  in  the  low-cost  estimate  produce  costs  only 
slightly  above  the  Beneficiary  Survey  experience.    This  seems  plausible 
for  the  near-future.    For  the  long-range  future,  this  low -cost  assumption 
may  be  said  to  give  recognition  to  the  possibility  of  success  of  current 
efforts  for  progressive  patient  care,  for  reductions  in  hospitalization 
costs  resulting  from  development  of  outpatient-hospital -diagnostic  faci- 
lities, and  for  progressive  cost-reducing  trends  in  medical  practice. 

Hospital  utilization  data  from  the  National  Health  Survey,  for 
July  1958  to  June  i960  ("Hospital  Discharges  and  Length  of  Stay:  Short- 
Stay  Hospitals,  United  States,  1958-1960",  Health  Statistics  from  the  U.  S. 
National  Health  Survey,  Series  B  -  No.  32,  April  1962,  Public  Health  Service, 
U.  So  Department  of  Health,  Education,  and  Welfare),  have  been  used  to 
develop  utilization  rates  comparable  with  those  obtained  from  the  Beneficiary 
Survey  data.    These  data,  for  hospital  utilization  rates  (average  days  per 
person  per  year)  are  shown  in  the  following  table: 


National  Health  Survey  Low-Cost 


As  Shown       Adjusted  to        /  Estimate 
 Category   in  Report      60-day  Maximum-'   from  Table  1 

Men,  aged  65-7^  2.5^  2.21 

Men,  aged  75  and  over  2.78  2A2 

Women,  aged  65 -71*  1.6l  l.kO 

Women,  aged  75  and  over  2.18  1.90  2.53 

Total,  aged  65  and  over  2.19^  1.91  1.99^ 

a/  Based  on  total  hospital  utilization  with  no  maximum  limitation 
being  15$  higher  than  with  60-day  maximum. 

b/  Obtained  by  weighting  the  rates  by  age  (and,  where  applicable, 
by  sex)  by  the  estimated  OASDI  "eligible"  population  as  of  the 
beginning  of  i960. 

In  the  aggregate,  the  hospital  utilization  rates  derived  from  the  NHS  data 
are  very  close  to  those  developed  from  the  Beneficiary  Survey  (used  for  the 
purposes  of  this  Actuarial  Study).    Tney  are  somewhat  lower  than  the  rates 
derived  on  the  "low-cost"  basis.    Furthermore,  it  should  be  noted  that  the 
NHS  data  have  some  upward  bias  since  they  include  utilization  of  Federal 
hospitals,  which  would  not  be  covered  under  the  Bill  (about  10$  of  all 
hospital  days — for  persons  of  all  ages — were  in  Federal  hospitals). 


1 


The  hospital  utilization  rates  derived  from  the  Beneficiary  Survey, 
modified  as  described  above  to  allow  for  the  effect  of  benefits  being 
available  as  a  right,  must  be  corrected  to  allow  for  hospitalization  used 
by  persons  dying  during  the  survey  year,  who  were  not  included  in  the  Survey. 
For  both  cost  estimates,  this  correction  was  obtained  for  each  age-sex  group 
by  applying  to  the  estimated  proportion  dying  in  a  year  an  assumed  average 
number  of  days  of  hospitalization  for  decedents  (8  days  for  the  low-cost 
estimate  and  10  days  for  the  high-cost  estimate).    As  indicated  by  Table 
1,  the  relative  size  of  this  correction  naturally  varies  considerably  by 
age  and  sex.    For  both  cost  estimates,  the  correction  amounts  to  about 
2kc/o  of  the  rate  derived  from  the  Beneficiary  Survey  for  all  ages  combined, 
but  it  is  as  little  as  about  15$  for  women  aged  65-69  and  as  much  as  35$ 
for  men  aged  75  and  over.    The  absolute  amount  of  the  correction  for  dece- 
dents averages  .53  days  for  a  cost  estimate  intermediate  between  the  low- 
cost  and  high-cost  ones. 


After  the  basic  work  on  these  cost  estimates  had  been  completed,  a 
more  extensive  study  on  the  general  subject  of  correcting  hospital  utiliza- 
tion rates  derived  from  surveys  so  as  to  allow  for  decedents  became  avail- 
able ("Hospital  Utilization  in  the  Last  Year  of  Life,"  Health  Statistics 
from  the  U.S.  National  Health  Survey,  Series  D  -  No.  3>  January  I96I,  Public 
Health  Service,  U.S.  Department  of  Health,  Education,  and  Welfare).  This 
report  presented  a  preliminary  study  using  data  for  the  Middle  Atlantic 
states  (New  Jersey,  New  York,  and  Pennsylvania)  for  1957*    On  the  whole, 
after  modifications  to  obtain  comparability,  the  results  of  this  survey 
agreed  reasonably  well  with  the  adjustments  made  in  the  cost  estimates  for 
the  effect  of  the  exclusion  of  decedents  from  the  Beneficiary  Survey.  There- 
fore, no  changes  were  made. 

Tne  NHS  report  showed  that  for  persons  aged  65  and  over,  the  unadjusted 
utilization  rate  was  I.67  days  per  person  per  year,  while  the  rate  adjusted 
for  decedents  was  2.33  days.      This  is  a  difference  of  .66  days,  or  a  rela- 
tive increase  of  39$«    The  absolute  correction  for  decedents  of  .66  days 
in  the  NHS  report  is  somewhat  higher  than  used  in  these  cost  estimates  (.53 
days  on  the  basis  of  the  current  age-sex  distribution  of  the  eligibles).  The 
correction  based  on  NHS  data,  however,  did  not  include  the  effect  of  a  60- 
day  maximum,  which  of  course  would  have  the  effect  of  reducing  the  absolute 
correction  (in  days)  and  also  the  unadjusted  utilization  rate.  Furthermore, 
it  was  derived  from  a  population  that  is  somewhat  older  on  the  average  than 
the  present  OASDI  "entitled"  population  (which  includes  those  who  are  not 
current  beneficiaries  because  of  the  retirement  test),  since  the  latter  in- 
cludes a  higher  proportion  of  the  total  aged  population  at  the  ages  just 
beyond  65  than  it  does  at  the  oldest  ages. 
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The  percentage  increase  due  to  this  correction  factor  was  higher  in 
the  NHS  report  than  in  these  cost  estimates  (39$  vs.  2k"/o),  both  because  of 
the  foregoing  two  elements  and  because  the  absolute  increase  of  the  "dece- 
dent" adjustment  (in  terras  of  days)  was  measured  against  a  lower  unadjusted 
rate,  computed  solely  on  the  basis  of  reported  experience  of  persons  alive 
at  date  of  interview  (namely,  I.67  days  in  the  NHS  report  as  compared  with 
the  2.21  days  in  the  Beneficiary  Survey).     Current  NHS  statistics  on  hospital 
utilization  by  the  population  alive  at  date  of  interview  are  higher  than 
formerly  reported—as  a  consequence  of  the  improved  data -collection  proce- 
dures now  followed.    Accordingly,  when  measured  against  this  higher  base, 
the  days  used  by  decedents  would  raise  the  estimated  days  used  by  all  the 
aged  (derived  from  the  experience  of  survivors)  by  a  significantly  lower 
amount  than  39$j  especially  after  further  adjustment  for  a  60- day  limit  and 
for  age  distribution.    Therefore,  the  use  of  a  2h-^>  correction  factor  for  the 
data  used  in  this  Study  appears  reasonable. 

As  a  further  point  of  comparison  between  the  NHS  data  and  the  assump- 
tions in  these  cost  estimates,  the  average  number  of  days  of  hospitalization 
per  decedent  was  9»5T  for  the  former,  as  against  the  assumption  here  of  8 
days  for  the  low-cost  estimate  and  10  days  for  the  high -cost  estimate. 

A  growing  body  of  additional  data,  on  hospitalization  experience  of  per- 
sons aged  65  and  over,  subdivided  by  health-insurance  ownership  and  other 
relevant  characteristics,  is  available  from  the  National  Health  Survey. 
In  some  respects  these  findings  are  at  variance  with  those  from  the  Benefi- 
ciary Survey,  partly  because  of  the  later  time  period  and  differing  population 
groups  represented,  and  partly  because  of  differences  in  survey  techniques. 
On  balance,  the  present  cost  estimates  would  be  little  changed  if  NHS  data 
were  substituted  for  corresponding  Beneficiary  Survey  data. 

The  foregoing  discussion  has  related  to  the  derivation  of  hospital 
utilization  rates  on  the  basis  of  a  60-day  maximum  provision.     It  is  assumed 
that  such  rates  apply  with  equal  accuracy  whether  the  maximum  relates  to  a 
calendar  year,  a  benefit  year,  or  a  benefit  period  as  defined  in  the  proposal. 
Proceeding  from  those  basic  cost  factors,  modifications  have  been  made  for 
proposals  considered  from  time  to  time  in  the  past  that  have  had  different 
maximum -duration  periods  or  that  introduced  deductible  periods  (whether  ex- 
pressed in  terms  of  the  first  "n"  days  of  hospitalization,  a  flat  dollar 
deductible  regardless  of  length  of  hospitalization,  or  a  uniform  dollar 
deductible  per  day  for  the  first  "n"  days  of  hospitalization). 

The  relative  effect  on  the  cost  factors  of  increasing  the  maximum  dura- 
tion of  benefits  from  60  days  to  various  other  durations  is  as  follows:  90 
days  -  9%;  120  days  -  10|$;  180  days  -  12$;  and  3^0  days  -  15$.  Conversely, 
if  the  maximum  duration  is  reduced  from  60  days  to  21  days,  the  cost  is 
lowered  by  15$.    These  factors  have  been  derived  from  consideration  of  data 
from  the  National  Health  Survey  and  from  private  insurance  experiences. 
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In  considering  the  effect  of  a  deductible  provision  on  hospitali- 
zation -cost  factors ,  it  is  necessary  to  have  what  is  termed  a  hospitali- 
zation continuance  table  applicable  to  the  particular  beneficiary  group 
involved.     Such  a  table  was  derived  from  data  in  the  National  Health 
Survey  (Health  Statistics,  Series  B  -  No.  7)  and  is  shown  in  Table  2. 

Average  Daily  Cost  of  Hospitalization 

The  second  element  in  hospitalization -benefit  cost  factors  is  the 
average  daily  cost  (including  both  room  and  board  and  other  hospital  costs). 
The  1959  Hospitalization  Report  derived  a  figure  of  $21  a  day  for  persons 
aged  65  and  over  in  1956  (see  pp.  79-80).    This  figure  was  used  as  the 
basis  for  the  long-range  actuarial  cost  estimates  made  for  that  Report, 
since  all  the  actuarial  cost  estimates  for  the  OASDI  system  made  at  that 
time  used  the  195&  general  earnings  level.    The  figure,  however,  was  adjus- 
ted upward  by  ±h°jo  (to  $2^)  to  take  into  account  the  fact  that,  before  1956, 
hospital  charges  had  been  increasing      more  rapidly  than  the  general  wage 
level  and  would  probably  do  so  for  at  least  a  few  more  years.    The  basis  of 
the  ihffo  increase  was  the  assumption  that  over  the  next  k  or  5  years  after 
1956,  hospital  charges  might  increase  at  an  average  rate  of  about  6$  (per- 
haps 7-8/0  in  the  beginning  and  lessening  amounts  thereafter)  before  an 
assumed  leveling-off  so  as  to  have  the  same  rate  of  increase  as  the  general 
wage  level.     Thus,  during  this  period,  the  cost  estimates  made  in  1959  as- 
sumed that  the  "real  increase"  of  hospital  costs  in  relation  to  the  general 
wage  level  might  begin  at  3~^$  a  year  and  then  decline,  so  that  a  cumula- 
tive relative  increase  of  lh°/o  would  precede  the  leveling-off  at  the  end  of 
the  4-5  year  period. 

An  analytical  study  was  made  in  1959  as  to  the  reasonableness  of 
assuming  that  after  this  l4$  relative  increase,  there  would  be  a  leveling- 
cff  as  between  hospitalization  costs  and  the  general  wage  level.    The  data 
seemed  to  indicate  that  in  the  years  since  World  War  II,  hospital  daily 
costs  have  been  increasing  in  a  linear  manner  (at  a  rate  of  about  $1.60 
per  year),  and  that  wage  rates  have  been  increasing  geometrically.  Accord- 
ingly, although  in  the  recent  past  the  difference  between  these  two  trends 
series  has  been  about  J>-Kcjo  per  year,  this  difference  seems  to  be  declining 
somewhat  • 

In  early  I962,  the  long-range  cost  estimates  for  the  hospitalization 
benefits  were  again  re-examined,  this  time  on  the  basis  of  the  I96I  earnings 
levels  and  considering  the  relative  recent  trends  of  hospital  costs,  tax- 
able wages,  and  total  wages.     In  brief,  the  results  of  this  reconsideration 
were  that  both  hospital -benefit  costs  and  the  "savings"  to  the  OASDI  system 
from  raising  the  earnings  base  were  increased — the  former  rising  somewhat 
more  than  the  latter. 

The  long-range  cost  estimates  of  this  Study  are  based  on  level- 
earnings  assumptions,  at  the  I96I  level.    Another — and  equally  acceptable- 
way  of  describing  the  earnings -assumption  basis  of  the  long-range  cost 


-  10  - 


CM 
H 


O  fl 


fa 


CO 

a 
o 

CO 

ce  o 

S3 

9  & 

<  C 

«  O 

O  *H 

fa  +3 

£3  5 

H 

.  cd 

EH  P 
•H 

M  ft 
o  co 
B  O 

I" 


3  CO 

o 
o 

H 

Eh 


CM 


a 

i  a 

o 

o  o 

•H 

o 

P 

!>> 

•H 

&  p 

aJ 

r) 

CO 
•H 

DO 

Ei 

•H 

•H 

ft 

o 

-P 

to 

vo 

CO 

X 

•H 

>> 

o 

W 

1 

a 

o 

•H 
P 

cd 


•H 

-p 

■H 
ft  W 
CO  O 

Ch  ?h 
O  O 

CO 
>4 


<U 
N 
•H 

■d 
p 

•rl 
ft 
CO 

S  * 

o 

o 

P 
^ 
O 
ft 

o 


bO  3: 


bO  cd 

a 

u 

o 


p 

•H 

cd  t3 


0)  U 


•H 

Eh 

p 

rH 
O 

co 


<D  bO 
p  o  -H 

p 

^  ^  -d 
H  -P  cd 

P  bo  s 

CJ  £3 

cd  cu  cu 

X  M  £i 

fa  P 


lH    fl  -H 

O  -H  1h  Eh 

P  O 

XI  *H  ^ 

P  aj  t3  0) 

bD  3:  O  P 

G  -h  }h 

cu  cd  f-i  o 

^  ^  #  ds 

P  ft  CO 


0>  bO 

P  O  >H 

P  t3 

r>>  ^  rl  O 

H  -P  aJ  -h 

P  bO  ^  U 

o  a  ip 

aJ   CU   d)  ft 


CM  VO  O  f—  rA  NAvO  O  \ 

•        •••••••  ] 

O-  O  CM  r|  1^44-  ur\ 
CM  IA-4"  ITNVO  t~—  CO 


O  f^Ov0  4  CM  NA-4- 
•    •••••  •• 

o  ua^j-oo  q>  h  -4-  co 
o  co  -4-         g>  k>  t^- 

rl  W4-  tAt-(fi  O  H 

H  rH 


~3i 


COCO  O  O4C0IO4  H 

•  •••••••• 

KA  Owo  On  CO  vo  VQ  co 
r-H  CM  -4-  vo  00  K"\ 


COCOOW04000 
(O  ChO  a\LT\r^-4-cX) 


H  fT\fT\4  4  (M  H 


CO  LTNCO  CM  O  C\  Cf\VO  O 
•  •••••••• 

0\HVO  O  rH  G\  ifA 
rHCM^tuSf-cocO  On 


CO  VO  OvO       rH  CM  vO  H 

•  •••••••• 

KA  VO  VO  LT\-4"  rA  H 


CO 

o 

•H 

p 

CO 
•H 

p 

cd 

p 

CO 

p 


I 

p 

rH 

ft 


CO 


CU 
CJ 
•H 

t 

CU 
CO 


cd 


XI 

p 

H 

cd 
—  <u 

>i 

CU  O 


p 


rH 

JO 


rH 

cd 
c 

O 
•H 

p  • 

cd  co 


S  crv 


u 

cd 
«H 
H 
<D 

c 

cd 


o 


CO 

p 
o 

«H 

cd 
P 
cd 
-a 

O 


ON  -H 
P 


is 
CU 

■i 

CU 

o 


i 

CO 

cu 

CU  «H 
CO 

cd  cu 

pq  co 


cd 
o 
3 


p 

H 

cd 
cu 
W 

O 

p 
c 

cu 
S 


rH 


•H  O  CO 
P  -H  H 


rHrOilPv^O-4-  Q  Q  O 

H  H  W  lA 


VO 


HVO  R  CJ 


*^dl  c8 


11 


estimates  insofar  as  the  resulting  level-cost  figures  are  concerned  is 
to  state  that  they  are  based  on  the  assumptions  that  if  earnings  rise, 
the  deductible  provisions  and  the  earnings  base  will  be  kept  up-to-date 
with  their  relative  positions  in  I96I.     Such  assumed  keeping  up-to-date 
would  not,  of  course,  have  to  be  done  every  year  in  the  future  that 
earnings  rose,  but  would — in  order  to  be  consistent  with  the  cost-esti- 
mate assumptions — have  to  be  done  at  inteivals  of  every  few  years,  when 
such  rises  in  earnings  occur.     It  should  be  noted  in  this  respect  that 
one  of  the  two  hospital  deductibles  in  the  bill  is  on  a  dynamic  basis 
(the  flat  deductible  of  2-|  days'  average  hospital  charges)  and  so  would 
automatically  be  kept  up-to-date. 

Further,  it  may  be  noted  that,  for  at  least  a  number  of  years,  the 
financial  soundness  of  the  program  as  determined  under  level-earnings 
assumptions  would  be  maintained  even  though  the  earnings  base  and  the  de- 
ductibles are  not  kept  up-to-date  if  it  is  assumed  that  the  gains  result- 
ing under  the  OASDI  cash-benefits  portion  of  the  system  will  be  used,  at 
least  in  part,  to  offset  the  increased  cost  (as  a  percentage  of  taxable 
payroll)  arising  for  the  hospital -benefits  portion  of  the  system  and 
that  hospital-benefit  costs  do  not  increase  more  than  OASDI  cash-benefit 
costs  decrease.    This,  however,  would  require  repeated  legislative  action 
to  increase  the  allocation  rate  for  the  HI  Trust  Fund  (.68$  in  the  Bill) 
and  at  the  same  time  to  decrease  correspondingly  the  allocation  rates  for 
the  OASI  and  DI  Trust  Funds.    If  this  practice  is  followed,  it  would  mean 
that  there  would  not  be  available  sufficient  funds  for  the  cash  benefits 
to  be  kept  up-to-date  with  changing  earnings  levels. 

At  this  point,  it  may  be  worthwhile  digressing  for  a  moment  to  dis- 
cuss the  effect  on  the  cost  of  the  OASDI  cash  benefits  of  increasing- 
earnings  trends.    As  has  been  indicated  previously  (see  footnote  c),  the 
benefit  formula  is  "weighted"  so  that  relatively  higher  benefits  are  paid 
to  those  with  low  earnings  than  to  those  with  higher  ones.    For  example, 
the  primary  benefit  for  an  average  monthly  wage  of  $300  is  $105  per  month 
(or  35«0$  of  average  wage),  while  the  corresponding  benefit  for  an  aver- 
age monthly  wage  of  $360  is  $118  per  month  (32.8$  of  average  wage).  Thus, 
for  an  average  wage  that  is  20$  higher,  the  primary  benefit  increases  only 
12.^$.    The  effect  on  the  financing  of  the  program  is  evident,  since  con- 
tributions increase  directly  proportionately  with  increases  in  covered  earn 
ings,  whereas  benefits  rise  lens  than  proportionately.  In  addition,  there 
is  the  decreasing-cost  effect  that  results  from  the  lag  involved  when 
earnings  levels  rise,  since  the  average  wage  is,  in  essence,  a  lifetime 
one  and  thus  is  affected  by  the  lower  earnings  levels  of  the  past. 

The  long-range  actuarial  cost  estimates  for  the  OASDI  system  al- 
ways have  assumed  that  earnings  would  be  level,  in  the  future  at  about  the 
level  currently  prevailing  at  the  time  the  estimates  were  made.    It  has 
been  recognized  that  if  earnings  levels  rise — as  they  have  in  the  past — 
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the  benefit  level  and  the  taxable  earnings  base  will  undoubtedly  be 
modified.      Rising  earnings  will  automatically  "generate"  savings  to 
the  system  that  can  be  utilized  for  such  purposes  as  keeping  it  up- 
to-date,  although  the  savings  may  not  be  sufficient  to  do  this  com- 
pletely. 

Another  factor  that  results  in  "automatic  generation"  of  savings 
to  the  OASDI  system  of  cash  benefits  is  the  effect  of  raising  the 
earnings  base  for  tax  and  benefit-computation  purposes.    The  reason 
for  this  effect  has  been  discussed  previously  in  footnote  c.  Such 
changes  have  been  made  a  number  of  times  in  the  past£/  for  the  purpose 
of  keeping  this  element  of  the  program  up-to-date. 

In  the  past,  the  c-svings  to  the  OASDI  system  resulting  from  the 
above  two  factors  (rising-earnings  levels  considered  alone,  and  increases 
in  the  maximum  earnings  base)  have  been  utilized  to  keep  the  benefit 
structure  up-to-date  by  such  changes  as  increasing  the  general  benefit 
level,  adding  new  types  of  benefits,  and  liberalizing  existing  benefit 
provisions . 

In  the  long-range  cost  estimates  of  this  Study,  the  average  hospital - 
per-diem  cost  for  OASDI  beneficiaries  aged  65  and  over  is  taken  to  be  $31.50 
(on  the  basis  of  I96I  price  and  earnings  levels  and  on  the  basis  of  the  I96I 
age  and  sex  distribution  of  the  beneficiaries);  this  includes  a  3$  allow- 
ance for  administrative  expenses  of  the  OASDI  system  for  the  hospital  and 
related  benefits  (as  discussed  subsequently).    This  average  hospital -per- 
diem  cost  is  adjusted  in  future  years  for  the  changing  age-sex  distribu- 
tion of  the  beneficiary  roll  (thus,  allowing  for  the  "aging"  of  this  group). 

The  figure  of  $31.30  is  derived  in  the  following  manner.    The  aver- 
age hospital -expense  per  patient-day  in  short-term  general  and  special 
non -Federal  hospitals  for  I96I  was  estimated  by  the  American  Hospital  As- 
sociation at  $3^.98  (see  Health,  Education,  and  Welfare  Trends,  1962  Edition 
U.  S.  Department  of  Health,  Education,  and  Welfare,  page  2k).     In  accordance 
with  adjustment  procedures  described  in  the  195%  /Hospitalization  Report 
(page  79 ),  this  figure  should  be  reduced  by  13,^-^to  yield  the  estimated 
average  reimbursable  hospital -per-diem  cost  for  persons  aged  65  and  over. 
The  resulting  figure  of  $30.^0  is  then  increased  by  3$  to  yield  the  hospital 
per-diem  cost  for  persons  aged  65  and  over,  including  allowance  for  adminis- 
trative expenses  of  the  OASDI  system. 


f/    The  earnings  base  was  $3,000  during  1937-50,  $3,600  during  1951-5^,  and 
$2+, 200  during  1955-58,  and  it  has  been  $^,800  since  1959. 

g/    This  is  the  decrease  from  the  1956  figure  of  $2^.15  in  the  AHA  series 
to  the  adjusted  figure  of  $21.00  used  for  OASDI  beneficiaries. 
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It  should  be  pointed  out  that  the  foregoing  figure  for  the  average 
hospital -per -diem  cost  for  persons  covered  by  the  proposal  does  not  In- 
clude an  allowance  for  a  "catching -up"  factor,  as  was  previously  done. 
In  other  words,  the  assumption  made  is  that,  following  196l,  hospital  costs 
will,  on  the  average,  increase  no  more  rapidly  than  the  general  earnings 
level  (as  indicated  previously,  if  such  changes  do  occur,  then  it  is  further 
hypothesized  that  the  system  will  be  kept  up-to-date  insofar  as  the  maximum 
earnings  base  and  the  deductibles  are  concerned).    Although  it  seems  likely 
that  hospital  costs  may  increase  somewhat  more  rapidly  than  the  general 
earnings  level  in  the  next  few  years,  it  may  be  presumed  that  any  such  dif- 
ferential will,  over  the  long  run,  be  counterbalanced  by  hospital  costs 
rising  less  rapidly  than  will  the  general  earnings  level  (thus  reflecting, 
as  in  most  other  types  of  economic  activity,  the  productivity  gains  of  the 
work  force  involved). 

The  short-range  cost  estimates  in  this  Study  assume  that  hospital 
costs  increase  from  the  actual  I96I  level  at  an  annual  rate  of  k*fo — part  of 
this  representing  the  increase  in  the  general  earnings  level,  and  the  remain- 
der reflecting  the  higher  differential  rate  of  increase  of  hospital  costs 
relative  to  the  general  earnings  level.    The  resulting  estimated  average 
hospital -per -diem  costs  for  persons  aged  65  and  over  who  are  OASDI  benefi- 
ciaries, exclusive  of  the  3$  allowance  for  administrative  expenses,  are 
$35.60  for  I965  and  $37*00  for  1966.    The  latter  is  the  basis  for  the  rounded 
figure  of  $37  that  is  the  presumed  average  daily  hospital  charge  used  in  the 
"180-day  maximum  hospital  duration"  alternative — as  described  in  footnote  b 
on  page  1. 

The  foregoing  figures  for  average  hospital -per-diem  costs  for  OASDI 
beneficiaries  aged  65  and  over  are  not  completely  comparable  with  similar 
figures  in  the  annual  series  issued  by  the  American  Hospital  Association  for 
persons  of  all  ages  because  of  two  reasons: 

(1)  The  average  daily  cost  for  persons  aged  65  or  over  is  lower  than 
for  persons  of  all  ages.     The  hospital  experience  data  on  which 
the  cost  estimates  are  based  indicate  that  persons  aged  65  or 
over  have  significantly  longer  durations,  on  the  average,  and 
the  generally  high  costs  for  hospital  extras  (such  as  use  of 
operating  room,  laboratory  tests,  etc.),  which  most  often  occur 
in  the  first  few  days  of  hospitalization,  are  thus  averaged  over 
longer  periods  consisting  in  the  later  days  generally  of  room- 
and -board  costs  only. 

(2)  The  reimbursable  costs  under  the  bill  would  not  include  all  the 
costs  that  go  into  the  AHA  figures  (such  as  those  for  research, 
outpatient  services,  and  public  dining  facilities). 

The  actuarial  cost  estimates  for  the  i960  legislative  proposals  in 
regard  to  health  benefits  were  modified  to  reflect  the  1959  earnings  level, 
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but  the  hospitalization-benefit  costs  relative  to  payroll  were  left  un- 
changed.    Thus,  in  essence,  the  assumption  was  made  that,  from  1956  to  1959, 
hospitalization  costs  increased  more  rapidly  than  the  change  in  covered 
earnings  and  would  shortly  "level  off"  (with  equal  relative  increases  there- 
after). 

The  average  hospital -per-diem  cost  of  $21  for  1956,  used  in  the  Hos- 
pitalization Report,  represented  .851$  of  the  average  annual  taxable  wage 
of  $2467  in  that  year  (on  a  $4200  base).    This  ratio  is  important  to  con- 
sider when  analysis  is  made  of  the  current  and  projected  future  relation- 
ships. 

The  cost  estimates  for  monthly  benefits  of  the  OASDI  system  made  in 
i960  were  based  on  the  1959  earnings  level.    The  estimated  average  hospi- 
tal -per-diem  cost  for  persons  aged  65  and  over  in  1959  was  about  $26  (as 
against  $21  in  1956)  which  was  .932$  of  the  average  annual  taxable  wage  of 
$2790  in  that  year  (on  a  $4800  base).    This  ratio  is  10$  higher  than  the 
1956  ratio. 

The  preceding  analysis  indicates  that  during  1956-59*  hospital  costs 
rose  10$  more  than  average  covered  earnings., This  was  almost  as  much  as  the 
14$  "leveling  off"  factor  previously  assumed.     Since  this  "leveling  off"  had 
not  actually  been  achieved  and  apparently  would  not  be  achieved  in  the  next 
few  years,  on  the  basis  of  current  trends,  it  seemed  advisable  in  the  cost 
estimates  prepared  for  the  1961  health -benefit  proposal  (in  Actuarial  Study 
No.  52)  to  begin  the  cost-projection  of  hospitalization  charges  from  the 
1959  base.    Accordingly,  the  procedure  adopted  in  the  cost  estimates  for 
hospitalization  benefits  that  were  made  in  1961  (on  the  basis  of  the  1959 
earnings  levels)  provided  for  a  14$  increase  in  the  base -year  (1959)  average 
hospital -per -diem  cost  for  persons  aged  65  and  over  of  $26 — yielding  a  figure 
of  $29«60  (including  a  5$  allowance  for  administrative  expenses) — to  allow 
for  future  "leveling  off"  of  the  ratio  of  hospitalization  costs  to  the  general 
wage  level.    In  other  words,  the  adjustment  factor  used  in  the  previous  es- 
timates was  applied  to  reflect  the  assumption  that  the  "leveling  off"  period 
would  be  transferred  and  postponed  until  some  time  after  the  mid-1960's.  If 
this  were  the  only  change  made,  the  hospitalization -benefit  costs  as  a  per- 
centage of  payroll  would  remain  unaffected.    However,  the  costs  were  also 
adjusted  upward  by  an  additional  10$  to  reflect  the  experience  during  1956- 
59  >  when  the  expected  trend  toward  a  "leveling  off"  did  not  occur. 

Intermediate -Cost  Estimates  for  Hospitalization  Benefits 

As  indicated  previously,  low-cost  and  high-cost  factors  were  devel- 
oped for  hospital  utilization  rates.    An  intermediate -cost  estimate  is 
necessary  for  purposes  of  determining  the  financing  basis  of  this  program. 
In  order  to  arrive  at  such  a  long-range  estimate,  the  low -cost  and  high- 
cost  factors  were  averaged  and  applied  to  the  intermediate  estimate  of 
persons  aged  65  and  over  who  are  entitled  (or  could  become  entitled  upon 
application)  to  monthly  cash  benefits  under  the  OASDI  system. 
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In  considering  the  figures  actually  presented  for  the  intermediate - 
cost  estimate,  it  should  he  kept  in  mind  that  a  considerable  range  of 
variation  is  possible.    The  spread  from  the  intermediate -cost  estimate  to 
the  high -cost  estimate  (or  to  the  low -cost  estimate)  is  approximately  10$ 
due  to  the  hospitalization  element  alone,  and  perhaps  another  15$  due  to 
the  range  of  variation  inherent  in  the  basic  OASDI  cost  estimates. 

The  cost  figures  shown  for  the  first  few  years  incorporate  the  low- 
cost  assumptions  as  to  hospital  utilization  (to  allow  for  the  normal  lag 
in  making  "use"  of  insurance  benefits),  but  thereafter  the  intermediate- 
cost  factors  are  used. 

Cost  Estimates  for  Skilled-Nursing-Facility  Benefits 

It  is  very  difficult  to  make  estimates  for  skilled -nursing -facility 
benefits  because  currently  such  facilities  are  not  uniformly  available  in 
adequate  amount  in  all  sections  of  the  country,  and  even  more  so  because 
there  are  a  number  of  different  concepts  under  which  these  benefits  might 
be  operative  or  be  utilized  by  the  medical  profession.    At  the  one  extreme, 
such  a  benefit  might  be  utilized  almost  entirely  for  very  limited  convales- 
cent care  and  be  applicable  to  only  a  relatively  few  cases.    At  the  other 
extreme,  the  benefit  might  be  utilized  so  broadly  as  to  provide  care  that 
emphasizes  the  long-term  domiciliary  element  far  more  than  nursing  care 
(naturally,  both  elements  must  be  present,  but  much  importance  hinges  on 
the  relative  predominance  of  one  feature  or  the  other).    In  fact,  there  is 
the  question  of  whether  hospitalization  will  occur  that,  under  present  cir- 
cumstances, would  not  be  considered  necessary  and  proper,  and  whether  nursing- 
facility  benefits  will  be  provided  following  these  hospital  stays. 

The  bill  provides  that  skilled-nursing-facility  benefits  should  be  avail- 
able only  in  a  hospital -associated  facility  (i.e.,  affiliated  or  under  common 
control  with  a  hospital)  upon  transfer  from  a  hospital  and  for  further  treat- 
ment of  the  condition  that  resulted  in  the  hospitalization.    It  is  not  pos- 
sible to  know  from  this  written  definition  exactly  what  the  actual  admitting 
and  transferring  practices  may  be.    In  the  early  years  of  operation,  one 
limitation  on  the  costs  for  this  benefit  will,  of  course,  be  the  limited 
availability  of  qualifying  facilities.    In  the  long  run,  however,  this  cannot 
reasonably  be  regarded  as  a  cost-control  factor.    Section  1706(i)  provides 
that  the  Secretary  of  Health,  Education,  and  Welfare  may,  after  making  studies, 
broaden  the  category  of  skilled-nursing  facilities  that  qualify  for  benefit  receipt 
to  include  those  which  are  not  hospital -associated  if  he  finds  that  such  action 
will  not  create  (or  increase)  any  actuarial  imbalance  in  the  HI  Trust  Fund. 
Because  of  the  latter  limitation,  and  because  the  program  is  estimated  to  be 
exactly  in  balance  when  only  hospital -associated  nursing-  facility  benefits  are 
provided,  no  account  is  taken  of  this  provision  (and  the  expanded  protection 
possible  thereunder)  in  this  Study. 

In  the  1959  Hospitalization  Report,  cost  estimates  were  made  for  a 
strictly  administered  "recuperative  care  only"  skilled-nursing -home  benefit 
(and  also  for  much  broader  provisions) — see  pages  85-8^.    The  original  cost 
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estimates  for  this  very  limited  benefit  were  based  on  the  experience  of  a 
fev  Blue  Cross  plans  having  such  a  benefit.     The  available  data  suggested 
that  there  might  be  annual  utilization  of  10  days  of  such  care  per  100  bene- 
ficiaries protected  by  this  type  of  benefit.     Since  the  average  daily  cost 
would  be  about  $10,  this  would  mean  an  aggregate  average  cost  of  $1  per  year 
per  person  aged  65  and  over  entitled  to  monthly  OASDI  cash  benefits. 

Subsequent  staff  consideration  of  skilled-nursing -home  benefits  anal- 
yzed the  various  elements  involved  in  the  cost  of  this  type  of  benefit,  namely 


(1 

(2 

(3 

(5 
(6 

(7 
(8 

(9 


Present  number  of  skilled -nursing -home  beds; 

Number  of  such  beds  that  are  acceptable  according  to 
reasonable  standards; 

Estimated  needed  beds; 

Proportion  of  beds  occupied; 

Proportion  of  occupied  beds  used  by  aged  persons; 

Proportion  of  the  aged  occupants  of  beds  that  consists 
of  OASDI  beneficiaries; 

Proportion  of  occupants  with  duration  less  than  6  months; 

Proportion  of  occupants  Who  entered  the  nursing  home  by 
transfer  from  a  hospital;  and 

Average  daily  cost. 


Use  of  the  above  data  and  analysis  can  produce  a  wide  spread  in  the 
cost  estimates — both  short-range  and  long-range.    This  is  particularly  the 
case  under  the  limited  benefit  protection  provided  by  the  bill,  under  which 
only  hospital -associated  facilities  qualify.     In  the  first  full  year  of 
operation,  the  cost  would  be  relatively  low  because  of  absence  of  facilities 
and  because  of  lack  of  knowledge  of  the  benefits  available.     In  the  next  few 
years  of  operation,  the  cost  would  rise  steadily  as  new  facilities  are  built 
to  meet  the  demand  or  existing  facilities  are  improved  to  meet  the  qualifying 
conditions  (and  in  recognition  of  the  money  available  from  the  benefits). 


The  long-range  cost  of  these  nursing- facility  benefits  would  be  higher 
than  the  early -year  costs  for  a  number  of  reasons --an  increase  in  the  number 
of  available  beds  to  meet  the  demands,  OASDI  beneficiaries  being  a  larger 
proportion  of  the  total  population  aged  65  and  over,  and  a  greater  utiliza- 
tion of  the  benefits  available. 

The  cost  estimates  of  Actuarial  Study  No.  52  (and,  likewise,  those  of 
this  Study)  recognize  these  factors  that  produce  higher  long-range  costs. 
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Also,  they  take  into  account  the  fact  that  part  of  the  cost  arising  for  the 
skilled-nursing-facility  benefits,  when  more  widely  utilized,  will  be  an 
offset  to  the  cost  for  hospitalization  benefits.    In  the  present  estmates,  it 
is  assumed  that  this  offset  represents  33$  of  the  cost  of  the  skilled  nursing- 
facility  benefits  and  is  taken  against  the  hospitalization-benefit  cost. 

Cost  Estimates  for  Home -Health -Service  Benefits 

The  original  estimates  for  home -health -service  benefits  were  based 
on  an  assumed  annual  cost  of  $1  per  eligible  beneficiary.    This  assump- 
tion was  based  on  such  limited  experience  with  this  benefit  as  was  avail- 
able, taking  into  account  also  the  limited  general  availability  of  such 
services  at  present.    For  the  foregoing  reason,  it  is  likely  that  this  is 
the  cost  that  will  develop  in  the  early  years  of  operation  of  the  program. 
In  later  years,  however,  it  seems.:  reasonable  to  assume  that  this  type  of 
service  will  become  generally  available  throughout  the  country,  since  there 
will  be  the  money  to  pay  for  it. 

A  study  made  by  the  Kansas  Blue  Cross  and  Blue  Shield  indicates  that 
for  persons  aged  65  and  over,  the  annual  per  capita  cost  was  almost  $6. 
Over  the  long-range,  for  the  country  as  a  whole,  it  seemed  that  this  was  a 
much  better  figure  to  use  than  the  previous  figure  of  $1,  and  so  this 
figure  was  used  in    Actuarial  Study  No.  52         also  is.  used  in  this 
Study. 

If  there  are  significant  expenditures  for  home -health -service  benefits, 
this  should  mean  somewhat  lower  hospitalization  and  skilled-nursing- facility  bene 
fit  costs.    In  fact,  in  cases  where  a  person  would  otherwise  be  in  the  hos- 
pital but  is  instead  receiving  the  much  less  expensive  home -health  services-., 
there  would  actually  be  a  net  savings  in  cost  to  the  program,  or  in  other 
words  the  program  would  cost  less  because  of  the  inclusion  of  this  type  of 
benefit.    It  is  believed,  however,  that  any  such  savings  will  be  more  than 
offset  by  the  home -health  services  being  made  available  to  people  who  would 
not  otherwise  be  in  hospitals  or  skilled -nursing  facilities.    Nonetheless,  with 
the  availability  of  these  home -health  services  on  an  expanded  national  basis, 
there  should  be  some  offset  taken  against  the  hospitalization -benefit  costs 
that  would  otherwise  occur  if  there  were  no  home -health-service  benefits. 
This  adjustment  has  been  taken  as  k<y$>  of  the  estimated  cost  for  home-health- 
service  benefits  and  is  taken  against  the  hospitalization -benefit  cost. 

Cost  Estimates  for  Outpatient-Hospital-Diagnostic -Services  Benefits 

The  cost  estimate  for  the  outpatient -hospital -diagnostic -services 
benefits  was  first  made  on  the  basis  that  there  would  be  no  deductible. 
Relatively  little  experience  is  available  in  regard  to  the  cost  of  this  bene- 
fit for  a  group  consisting  of  persons  aged  65  and  over.    Such  Blue  Cross  and 
insurance  company  experience  as  there  is  seems  to  indicate  that  the  annual 
cost  per  capita  will  be  about  $7*50  (spread  over  the  total  protected  popula- 
tion and  not  merely  among  those  who  will  use  this  benefit). 


-  18  - 


From  a  cost  standpoint,  the  effect  of  a  $20  deductible  per  month 
will  be  significant.    This  deductible  provision  will  reduce  the  aggregate 
cost  by  an  estimated  80$,  since  most  of  the  charges  for  these  services 
will  be  relatively  small  amounts,  such  as  $10  for  an  X-ray.    The  number 
of  claims  will  also  be  reduced  by  about  80$  by  the  deductible  provision, 
and  thus  a  considerable  amount  of  the  administrative  costs  otherwise  in- 
volved in  paying  a  large  number  of  small  claims  will  be  eliminated.  The 
relative  magnitude  of  the  reduction  arising  from  such  a  deductible  tends 
to  be  verified  by  a  study  of  the  actual  charges  of  hospital  outpatients 
covered  under  group  insurance  policies  (see  "A  Reinvestigation  of  Group 
Hospital  Expense  Experience"  by  S.  W.  Gingery  in  Transactions,  Society  of 
Actuaries,  Vol.  XII,  19^1,  which  gives  data  on  such  claims  by  size  intervals). 

Estimated  Administrative  Expenses 

It  is  assumed  that  the  administrative  expenses  that  will  be  chargeable 
to  the  Hospital  Insurance  Trust  Fund  for  processing  the  benefit  claims  and 
for  a  pro-rata  share  of  the  cost  of  maintaining  the  earnings  records  and 
collecting  the  contributions  will  represent  ~%  of  the  benefit  disbursements. 
This  yfo  element  is  included  in  the  cost  figures  for  each  of  the  various  types 
of  benefits,  as  described  previously.    This  figure  is  consistent  with  the 
relative  administrative  costs  of  the  most  efficiently-run  Blue  Cross  plans. 
The  latter  generally  have  higher  administrative  costs  than  5$  of  premium  col- 
lections, but  this  is  because  they  have  expenses  that  would  not  arise  in  con- 
nection with  hospital  benefits  under  0ASDI--such  as  those  for  selling  individual 
enrollments ,  collection  of  health  insurance  contributions  alone,  and  mainte- 
nance of  the  rolls  of  insured  persons  solely  for  purposes  of  health  insurance. 
In  the  early  estimates  for  health  benefits,  a  5$  allowance  for  administrative 
expenses  had  been  made,  but  studies  by  administrative  personnel  of  the  Social 
Security  Administration  now  indicate  that  this  is  too  high  a  figure  for  the 
type  of  program  under  consideration. 

The  administrative  expenses  for  the  proposed  health  benefits  that  are 
chargeable  to  the  Hospital  Insurance  Trust  Fund  do  not,  of  course,  include 
the  administrative  expenses  of  the  hospitals  and  other  health  agencies  sup- 
plying the  benefits,  which  are  included  as  part  of  the  benefit  disbursements. 
Also  not  included  are  the  record -keeping  and  tax -payment  expenses  incurred  by 
employers  in  connection  with  the  OASDI  program. 
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C.    Results  of  Cost  Estimates 

Cost  Estimates  for  1961  Proposal 

Long-range  actuarial  cost  estimates  for  the  1961  proposal^/  (as 
presented  in  Actuarial  Study  No.  52)  that  were  made  at  about  the  time  the 
1961  bill  was  introduced  indicated  that  the  benefits  provided  (and  the 
accompanying  administrative  expenses)  would  be  exactly  financed,  on  a 
long-range  basis,  by  the  two  sources  of  revenue  to  the  Health  Insurance 
Account.    These  two  sources  were  an  increase  of  ^$  in  the  combined  employer- 
employee  contribution  rate  (and  a  corresponding  increase  of  3/8$  for  the 
self-employed),  effective  in  1963,  and  the  net  "gain"  to  the  OASDI  system 
resulting  from  increasing  the  maximum  annual  earnings  base  from  $4800  to 
$5000,  effective  in  1962 „    The  latter  "gain"  was  estimated  to  be  equiva- 
lent, over  the  long  run,  to  the  effect  of  a  rise  in  the  combined  employer- 
employee  contribution  rate  of  .10$  of  taxable  earnings.    The  bill  provided 
that  the  equivalent  of  this  level  contribution  rate  was  to  be  continuously 
appropriated  to  the  Health  Insurance  Account. 

As  indicated  in  the  previous  section,  these  estimates  were  revised 
somewhat  during  the  first  half  of  1961,  as  a  result  of  the  continuous 
process  of  study  and  investigation  of  all  factors  involved  in  the  actuarial 
cost  estimates.    In  particular,  this  reexamination  was  focused  on  the  three 
"subsidiary"  benefits  (i.ec,  other  than  hospitalization  benefits),  which 
are  less  important  cost-wise.    The  revised  estimates  for  these  benefits  also 
included  certain  partially  offsetting  reductions  in  hospitalization -benefit 
costs,  as  discussed  previously,, 

The  following  table  shows  the  original  and  revised  estimates  of  the 
level-costs^/  of  the  various  types  of  benefits  (plus  administrative  expenses) 
under  the  1961  proposal,  expressed  as  percentages  of  taxable  payroll: 


Type  of  benefit 


Hospitali  zation 
Skilled-Nursing-Facility 
Home -Health -Services 

Outp at i en t -Hosp i t al - Di agnos t i c 


Totax 


Original 
Estimate 

.56$ 

.01 

.01 

.02 

.60 


Revised 
Estimate 

.52$* 
.08 
.05 
.01 

.66 


*After  offset  for  reduced  cost  because  of  availability  and  use  of  skilled- 

nursing -f acility  and  home-health-service  benefits. 


y 


This  Administration  proposal  was  contained  in  H.R.  4222,  introduced  by 
Congressman  King  on  February  13,  1961  (and  in  S.  909,  introduced  by 
Senator  Anderson). 

The  level-cost  is  the  average  long-range  cost,  based  on  discounting  at 
interest,  relative  to  effective  taxable  payroll  (which  is  the  total  earn- 
ings of  all  covered  workers  reduced  to  take  into  account  both  the  maximum 
taxable  earnings  base  and  the  lower  contribution  rate  for  the  self-employed 
as  compared  with  the  combined  employer -employee  rate  so  that,  in  effect, 
only  3/4  of  the  earnings  of  the  self-employed  within  the  maximum  base  are 
counted).    For  more  details  on  this  concept,  see  Section  E  of  Actuarial 
Study  No.  49.   
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As  will  be  seen  from  these  figures,  the  level  income  of  .60$  of 
taxable  payroll  provided  under  the  bill  would  have  been  just  sufficient 
to  finance  the  benefits  on  a  long-range  basis  according  to  the  original 
intermediate -cost  estimate,  but  would  have  fallen  about  10$  short  rela- 
tively according  to  the  revised  figures.    For  this  reason,  the  Secretary 
of  Health,  Education,  and  Welfare  in  his  testimony  before  the  House  Ways 
and  Means  Committee  on  this  legislation  in  July  1961  recommended  raising 
the  earnings  base  from  the  $5,000  in  the  bill  to  $5,200;  this  change  would 
have  resulted  in  total  financing  of  .66$  of  taxable  payroll  being  available, 
or  just  sufficient  to  support  the  cost  of  the  proposal,  since  the  "gain" 
from  raising  the  earnings  base  was  estimated  at  .16$  of  taxable  payroll 
(on  the  basis  of  1959  earnings  levels). 

When  the  actuarial  cost  estimates  (both  for  the  cash  benefits  and 
the  hospital  benefits)  were  revised  in  1962  to  take  into  account  1961  earn- 
ings levels  and  other  factors  (as  described  previously),  the  financing 
available  under  a  $5,200  earnings  base  was  estimated  at  .68$  of  taxable 
payroll  (because  of  a  larger  "gain"  from  raising  the  earnings  base),  but 
the  benefit  cost./was  estimated  at  .72,6  of  taxable  payroll c    The  Anderson - 
Javits  Amendment--'   that  was  considered  by  the  Senate  in  July  1962  was  the 
same  as  the  1961  version  of  the  King-Anderson  Bill  insofar  as  0ASDI  bene- 
ficiaries were  concerned,  except  for  having  a  $5,200  earnings  base  and 
except  for  restricting  the  skilled-nursing-home  benefits  to  such  services 
provided  by  hospital-associated  facilities  (just  as  in  the  current  proposal). 
This  change  in  the  benefits  reduced  their  estimated  level-cost  to  .68$  of 
taxable  payroll,  so  that  the  financing  was  estimated  to  be  just  sufficient 
to  support  the  benefits. 

Cost  Estimates  for  196$  Proposal,  Insured  Persons 

Cost  estimates  for  the  current  1963  proposal^  have  been  made  on  the 
same  general  basis  as  those  described  above  for  the  Anderson-Javits  Amendment. 
The  following  table  shows  the  estimated  long-range  level -costs  and  first- 
year  costs  (i.e.,  for  1965  on  an  accrual  basis),  by  type  of  benefit,  including 
the  accompanying  administrative  expenses: 

Level-Cost  First-Year  Cost 

Type  of  Benefit  (as  $  of  Payroll)        (in  millions) 


Hospitalization 

.59$* 

$1,315 

Skilled-Nursing-Facility 

.03 

30 

Home-Health -Services 

.05 

10 

Outpatient-Diagnostic 

.01 

10 

Total 

.68 

$1,365 

*    After  offset  for  reduced 

cost  because 

of  availability  and 

of  skilled-nursing-facility  and  home-health-services  benefits. 

The  above  figures  for  the  first  year  of  operation  take  into  account 
the  estimated  actual  price  and  earnings -level  situation  in  1965  (rather 
than  the  long-range  assumptions  in  these  respects). 

iy    For  more  details  on  this  proposal  and  legislative  action  thereon,  see 
Wilbur  J.  Cohen  and  Robert  M.  Ball,  "Public  Welfare  Amendments  of  1962 
and  Proposals  for  Health  Insurance  for  the    Aged,"  Social  Security 
Bulletin,  October  1962. 

j/    The  1963  Administration  proposal  was  contained  in  H.R.  3920,  introduced 
by  Congressman  King  on  February  21,  1963  (and  in  S.880,  introduced  by 
Senator  Anderson). 
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Next  there  are  presented  estimates  of  the  contribution  income  and 
outgo  for  benefits  and  related  administrative  expenses  under  the  King- 
Anderson  Bill  for  the  first  5  years  of  operation.    As  mentioned  previously, 
the  financing  basis  of  the  proposal  is  that  the  system  will  be  changed  from 
time  to  time  if  earnings  levels  change,  so  as  to  keep  it  more  or  less  con- 
tinuously up-to-date  with  the  earnings  level  of  1$61  (insofar  as  the  maximum 
taxable  earnings  base  and  the  "dollar  deductibles  *  are  concerned;  no  changes 

are,  of  course,  necessary  in  the  flat  deductible  based  on  2|-  times  the  aver- 
age daily  hospital  cost  under  the  program  that  is  used  in  connection  with 
the  180-day  maximum  hospitalization  benefit,  since  this  is  on  a  dynamic 
basis  to  begin  with).    The  following  cost  estimates,  however,  have  not  taken 
into  account  any  such  changes,  but  rather  assume  the  continuation  of  the 
$5 j 200  earnings  base  and  the  fixed-dollar  deductibles  proposed,  instead  of 
keeping  the  system  up-to-date,  as  is  necessary  under  the  financing  assumptions 
underlying  the  long-range  estimates  for  OASDI  as  well  as  H.    For  the  short- 
range  period  considered  below,  the  assumption  is  made  that  the  earnings 
level  will  continue  to  rise  in  the  same  general  manner  that  it  has  in  recent 
years  (and  that,  similarly,  hospital  costs  will  also  rise).    These  estimates 
have  been  prepared  on  a  cash-payment  basis,  rather  than  on  an  accrual  basis, 
and  are  as  follows  (in  millions): 


Calendar -Year 

Basis 

Fiscal-Year 

Basis 

Year 

Contributions 

Benefits  * 

Contributions 

Benefits  * 

1965 

$1,^30 

$1,0^0 

$  710 

$  h20 

1966 

1,710 

1,530 

1,690 

1,390 

1967 

1,760 

1,720 

1,730 

1,625 

1968 

1,820 

1,900 

1,790 

1,810 

1969 

1,860 

2,090 

1,81*0 

1,995 

*    Including  also  administrative  expenses. 


The  above  figures — as  is  also  the  case  for  all  other  figures  in 
this  section — do  not  include  in  the  "contributions"  those  payable  by 
railroad  employees  or  in  the  "benefits"  those  payable  to  persons  eligible 
under  the  Railroad  Retirement  Act.    Thus,  benefits  for  the  approximately 
250,000  persons  in  1965  who  possess  "dual  eligibility"  (under  both  OASDI 
and  RR) --see  page  2 — are  assumed  to  be  claimed  from  RR,  which  would  then 
be  reimbursed  therefor  under  the  financial  interchange  provisions.  The 
total  HI  benefit  payments  (and  accompanying  administrative  expenses)  for 
all  RR  eligibles,  on  a  cash  basis,  is  estimated  at  about  $55  million  for 
calendar  year  1965  and  $70  million  for  1966. 

Table  3  similarly  presents  data  for  fiscal  years  1 965 -68  on  the 
various  income  and  outgo  items  of  the  three  trust  funds  as  would  result 
under  the  King -Anderson  Bill.    These  figures  assume  that  economic  conditions 
will  be  dynamic  (both  as  earnings  levels  and  hospital  costs),  but  that  the 
provisions  of  the  bill  (including  the    $5,200  earnings  base  and  the  deducti- 
bles) will  remain  unchanged — even  though  the  long-range  financing  basis  of 
the  proposal  is  based  on  their  being  kept  up-to  date  by  changes  from  time 
to  time. 
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Table  3 


ESTIMATED  SHORT-RANGE  OPERATIONS  OF  TRUST  FUNDS 
UNDER  KING-ANDERSON  BILL  OF  1963 
(in  millions) 


Benefit  Payments 
Fiscal      Contri-      and  Administra- 
Year       butions         tive  Expenses 


1965 
1966 

1967 
1968 


1965 
1966 
1967 
1968 


1965 
1966 

1967 
1968 


Transfer 
to  Rail- 
road Re- 
tirement 


HI  Trust  Fund 


$  710 

1,690 
1,730 
1,790 


$  420 
1,390 
1,625 
1,810 


$10 
40 

ko 


Interest 
on  Fund 


$  3 
16 
24 
26 


OASI  Trust  Fund,  Additional  Transactions 


125 
3^5 
485 
605 


25 
60 

65 
70 


8 
21 
30 
^3 


-$  5 

-  7 

-  9 


*  l 
11 

26 

4e 


DI  Trust  Fund,  Additional  Transactions 


1 
4 

5 
7 


-$  l 

-  l 

-  1 


*  2 
4 

7 


Fund  at 
End  of  Year 


$  293 
599 
688 
654 


$  118 
458 
946 
1,563 


24 

83 
148 
219 
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X 


The  data  for  the  OASI  and  DI  Trust  Funds  are  the  estimated  additional 
transactions  that  would  occur,  as  compared  with  those  under  present  law.  As 
would  be  anticipated,  the  effect  of  raising  the  earnings  base  is  relatively- 
small  insofar  as  additional  benefit  payments  are  concerned,  although  these 
will  build  up  to  a  relatively  sizable  amount  over  the  years.    On  the  other 
hand,  in  the  case  of  contributions,  the  effect  of  raising  the  earnings  case 
is  notieeable  quite  soon. 

The  rapid  increase  in  the  additional  income  of  the  oASI  Trust  Fund 
results  from  the  fact  that  the  total  additional  income  (for  all  three  Trust 
Funds  combined)  from  raising  the  earnings  base  increases  in  accordance  with 
the  step  rate  rises  in  the  contribution  schedule    while  the  "savings"  to  the 
entire  system  from  raising  the  earnings  base  is,  in  essence,  channeled  on 
a  level -equivalent  basis  into  the  HI  Trust  Fund  solely  from  the  OASI  Trust 
Fund.    Accordingly,  the  allocation  of  the  additional  amount  of  contributions 
to  the  OASI  Trust  Fund  is  on  a  "residual"  basis—of  a  rapidly  increasing 
nature . 

The  bill  provides  that  the  DI  Trust  Fund  will  continue  to  receive  an 
allocation  of  the  full  ^  of  payroll  (in  respect  to  the  combined  employee- 
employer  rate)  which  it  receives  under  present  law.    In  theory,  it  might  be 
argued  that  the  DI  portion  of  the  program  has  a  certain  cost  reduction  as  a 
result  of  raising  the  earnings  base  and  that  this  should  have  been  channeled 
into  the  HI  Account,  rather  than  having  the  entire  savings  for  both  OASI  and 
DI  being  taken  from  the  OASI  portion  of  the  system.    However,  this  savings 
to  the  DI  system  would  be  only  .01$  of  payroll  on  a  level -cost  basis,  and 
under  the  proposal  it  hardly  seemed  worthwhile  to  complicate  matters  by 
changing  slightly  the  ^fjo  basis  for  DI. 

Table  k  presents  the  estimated  progress  of  the  Hospital  Insurance 
Trust  Fund  by  calendar  years,  according  to  the  intermediate -cost  estimate, 
carried  out  into  the  long-range  future.    As  indicated  previously,  the 
assumptions  underlying  these  figures  are  that  there  will  be  level  earnings 
and  level  hospital  costs — at  the  1961  level. 

The  cost  in  the  early  years  (including  both  benefits  and  adminis- 
trative expenses)  under  the  long-range  estimates  is  significantly  lower 
than  the  level-cost  and,  conversely,  higher  eventually.    This  is  the  result 
of  the  relatively  more  rapid  rise  in  the  number  of  persons  aged  65  and  over 
eligible  for  monthly  cash  benefits  than  in  the  covered-worker  population. 
As  a  result,  the  invested  assets  that  will  develop  in  the  early  years  of 
operation  will  provide  interest  earnings  which  will  help  to  meet  ultimate 
benefit  costs.    It  will  be  remembered  that  the  long-range  estimates,  as 
presented  in  Table  h,  are  based  on  the  assumption  of  level  earnings  in  the 
future  at  the  1961  level  (and  a  corresponding  trend  for  hospital  costs). 
In  1966,  the  first  full  calendar  year  of  operation  on  a  cash  basis,  the 
cost  is  estimated  at  .U8#  of  taxable  payroll,  and  by  1970  it  is  .53$.  The 
cost  as  a  percentage  of  taxable  payroll  gradually  rises  after  1970:        19^0 > 
it  is  .66$;  by  1990,  it  is  ->72#;  and  ultimately  it  rises  to  about  .90$. 
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Table  k 


ESTIMATED  LONG-RANGE  PROGRESS  OF  HOSPITAL  INSURANCE  TRUST  FUND 
UNDER  KING-ANDERSON  BILL  OF  1963 
INTERMEDIATE-COST  ESTIMATE 
(in  millions) 


Calendar 
Year 

1965 
1966 

1967 

1970 
1975 
1980 
1990 
2000 


Contri- 
butions 


$1,382 

1,659 
1,689 

1,781 

1,93^ 

2,077 
2,386 

2,751 


Benefit 
Payments  and 
Admin  i  s  tr at  i  ve 
Expenses 

$  899 
1,177 
1,230 

1,388 
1,690 
2,009 
2,515 
2,793 


Interest  / 
On  Fund-' 


\  6 
22 

ho 

90 
161 

213 
272 

329 


Fund  at 
End  of  Year 


kQ9 
993 
1,492 

2,959 
5,1^5 
6,807 
8,819 
10,721 


a/    Including  the  effect  of  the  financial  interchange 
provision  with, the  Railroad  Retirement  Account. 

b/    Based  on  varying  interest  rate  estimated  to  be  earned 
by  Disability  Insurance  Trust  Fund,  ultimately  leveling 
off  at  3«25$  on  invested  assets. 
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In  the  years  immediately  following  1965 >  income  to  the  HI  Trust  Fund 
is  2S-4o#  in  excess  of  outgo  according  to  the  long-range  cost  estimate,  so 
that  a  moderate  fund  builds  up,  and  by  1970,  it  is  $3.0  billion  (see  Table  k) . 
Income  continues  to  exceed  outgo  in  the  rollowing  years  since  the  covered 
population  increases  almost  as  rapidly  as  the  beneficiary  roll.    In  fact, 
it  is  not  until  about  20  years  from  now  that  outgo  for  benefits  and  adminis- 
trative expenses  is  estimated  to  exceed  the  contributions  allocated  to  this 
Trust  Fund,  which  is  estimated  to  reach  $6.8  billion  by  the  end  of  I98O0 
Thereafter,  interest  earnings  continue  to  augment  the  growth  of  the  Trust 
Fund  so  that  it  reaches  a  level  of  about  $11  billion  in  the  year  2000.  It 
will,  of  course,  be  remembered  that  this  is  the  intermediate -cost  estimate 
and,  accordingly,  that  high-cost  experience  would  not  show  such  favorable 
developments,  while  low-cost  experience  would  show  more  favorable  develop- 
ments. 

Consideration  of  the  different  trends  of  the  estimated  progress  of 
the  HI  Trust  Fund  under  the  intermediate -cost  estimates  as  between  the 
short-range  cost  estimates  that  are  based  on  dynamic  economic  conditions 
(as  in  Table  3)  and  the  long-range  cost  estimates  that  are  based  on  static 
economic  conditions --or,  alternatively,  can  be  viewed  as  being  on  dynamic 
economic  conditions,  with  the  system  being  kept  up-to-date  as  to  the  maxi- 
mum taxable  earnings  base  and  the  deductibles — (as  in  Table  h)  gives  some 
entirely  different  results.    In  the  long-range  cost  estimates,  the  HI  Trust 
Fund  builds  up  for  a  considerable  number  of  years,  as  the  result  of  a  con- 
tinuing excess  of  contribution  income  over  outgo  for  benefits  and  adminis- 
trative expenses.    On  the  other  hand,  under  the  short-range  cost  estimates, 
the  fund  builds  up  for  only  a  few  years;  by  fiscal  year  1968,  income  is 
shown  to  be  slightly  less  than  outgo. 

The  reason  for  these  diverse  trends  is  that  the  cost  estimates  indi- 
cate that,  according  to  the  intermediate -cost  estimate,  the  proposal  is 
adequately  financed  with  the  basic  underlying  assumption  that  the  system 
will  be  kept  up-to-date  with  conditions  prevailing  in  1961,  so  that  if  this 
is  not  done  before  1968*  the  unfavorable  situation  shown  in  Table  3  would 
eventuate.    To  put  it  another  way,  if  the  system  is  kept  up-to-date  as  to 
the  maximum  taxable  earnings  base  and  the  deductibles,  then  contribution 
income  plus  interest  receipts  will  exceed  outgo  for  benefits  and  administra- 
tive expenses  for  quite  a  number  of  years  according  to  these  cost  estimates, 
but  if  this  action  is  not  taken,  then  income  will  exceed  outgo  for  only  a 
few  years,  and  thereafter  there  will  be  financing  problems. 

Cost  Estimates  for  1963  Proposal,  Non-Insured  Persons  and  Savings  under 
Assistance  Programs 

This  section  presents  short-range  cost  estimates  of  the  financial 
effect  of  blanketing-in  noninsured  persons  aged  65  and  over  for  the  hospital 
benefits  provided  under  the  King-Anderson  Bill.    The  specific  details 
of  these  provisions  have  been  given  in  Section  A. 
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The  figures  in  the  table  below  show  the  co6t  to  the  Federal  General 
Treasury  for  the  blanketed-in  group,  taking  into  account  the  administrative 
lags  in  making  the  payments  for  the  hospital  and  related  benefits  that 
would  first  become  available  on  January  1,  1965*    The  figures  indicate  the 
amount  of  money  that  would  flow  through  the  Hospital  Insurance  Trust  Fund 
on  the  assumption  that  the  General  Treasury    would  reimburse  the  trust  fund 
immediately  after  it  had  made  its  payments  to  the  providers  of  the  benefits. 
The  table  also  shows  the  savings  to  the  General  Treasury  and  to  State  and 
local  funds  under  the  Medical  Assistance  for  the  Aged  and  the  Old-Age 
Assistance  programs  (with  respect  to  both  insured  and  noninsured  individuals 
receiving  hospital  and  related  benefits  through  the  trust  fund  that  would 
otherwise  have  been  paid  under  the  two  assistance  programs).    The  figures 
(in  millions)  are  as  follows  (but  note  later,  slightly  revised  figures  on 
page  28): 


If  No  Blanketing-In 


If  Blanketing-In 


Fiscal 
Year 

MAA  and  OAA  Savings 
State  and 
Federal  Local 

Federal 

Cost 
for  HI 

MAA  and  OAA  Savings 
State  and 
Federal  Local 

Net 
Federal 
Cost 

1965 

$35 

$35 

$80 

$60 

$75 

$20 

1966 

100 

115 

280 

190 

225 

90 

1967 

115 

125 

300 

210 

2^5 

90 

1968 

125 

135 

310 

230 

265 

80 

It  will  be  observed  that  for  the  first  full  fiscal  year  of  operation, 
the  estimated  Federal  savings  in  MAA  and  OAA  would  be  about  $100  million 
with  respect  to  insured  OASDI  beneficiaries  (in  otner  words,  assuming  that 
there  would  be  no  blanketing-in),  while  the  corresponding  State  and  local 
savings  would  be  slightly  higher.    On  the  other  hand,  if  there  is  blanketing- 
in,  the  corresponding  figures  would  be  a  cost  to  the  General  Treasury  of  about 
$280  million  for  the  HI  benefits  (which  would  flow  through  the  HI  Trust  Fund), 
but  that  this  would  be  partially  offset  by  Federal  savings  for  MAA  and  OAA 
of  about  $190  million  (again,  $100  million  with  respect  to  OASDI  beneficiaries 
and  $90  million  with  respect  to  the  blanketed-in  group),  leaving  a  net  Federal 
cost  of  $90  million- -as  against  a  Federal  savings  of  $100  million  if  there  were 
no  blanketing-in.    Of  course,  tie  blanketing-in  would  have  a  favorable  effect  or 
State  and  local  finances,  since  then  their  savings  in  MAA  and  OAA  would  be 
about  $100  million  higher. 

Since  the  blanketed-in  group  is  a  closed  one  (with  no  new  entrants 
after  1971) >  the  cost  therefor  eventually  disappears.    The  initial  number 
of  persons  included  in  this  category  decreases  slowly  from  the  estimated 
2.4  million  in  1965  to  about  1075  million  in  1970,  since  the  effect  of 
mortality  more  than  offsets  the  increments  from  new  persons  becoming  eli- 
gible as  they  attain  age  65.    The  estimated  cost,  under  dynamic -economic 
assumptions,  rises  from  1965  "to  1970--despite  fewer  potential  benef iciaries-- 
because  of  the  rise  in  the  estimated  per  capita  cost  and  usage »    After  1970, 
the  number  in  the  blanketed-in  group  is  estimated  to  decrease  rapidly- -to 
about  loO  million  in  1975  ajnd  .5  million  in  I98O,  and  then  is  virtually 
negligible  after  1990.    The  estimated  cost  to  the  General  Treasury --without 
considering  the  savings  in  MAA  and  OAA — is  $330  million  in  1970,  $2^0  million 
in  1975,  $150  million  in  1980,  and  $20  million  in  1990. 
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Subsequent  to  the  preparation  of  the  foregoing  estimates,  slightly  revised 
data  have  become  available  as  to  the  number  of  insured  persons  aged  65  and 
over.    Although  these  do  not  have  a  significant  effect  on  the  cost  esti- 
mates for  the  insurance  program,  they  have  some  effect  on  those  for  the 
blanketed-in  group.    The  following  table  compares  the  estimates  of  the 
number  of  persons  aged  65  and  over  affected  by  the  proposal  as  of  the 
beginning  of  1965  (in  millions,  rounded  to  nearest  50,000): 

Original  Current 
 Category   Estimates  Estimates 


Total  Population 

2/ 


18.20 

18.20 

15.05 

15.20 

.55 

.55 

.20 

.20 

2.140 

2.25 

0ASDI  Insured 

Railroad  Retirement  Insured 
Not  Eligible^/ 
Blanketed-In 

a/  Does  not  include  about  250,000  individuals  who  are 
"insured"  under  both  0ASDI  and  Railroad  Retirement 
(shown  in  the  preceding  line). 

to/    Consists  primarily  of  those  who  are  protected  under 
the  Federal  Employees  Health  Benefits  Act  or  the 
Retired  Federal  Employees  Health  Benefits  Act  (also 
includes  certain  non-insured  persons  who  do  not  meet 
the  residence  or  citizenship  requirements  or  who  are 
members  of  a  subversive  organization  or  have  been 
convicted  of  a  serious  offense  involving  subversive 
activities. 


The  foregoing  data  indicate  that  the  most  recent  estimates  shov 
1$  more  insured  persons;  such  a  small  differential  is  not  sufficiently 
large  to  have  any  significant  effect  on  the  cost  estimates  for  the  HI 
program,  particularly  from  a  long-range  viewpoint.    On  the  other  hand, 
the  6$  fewer  blanketed-in  persons  resulting  makes  necessary  the  revision 
of  the  table  on  page  21,  as  follows  (in  millions): 


If  No  Blanketing-In   If  Blanketing- In 


MAA  and  OAA  Savings 

Federal 

MAA  and  OAA  Savings 

Net 

Fiscal 

State  and 

Cost 

State  and 

Federal 

Year 

Federal 

Local 

for  HI 

Federal 

Local 

Cost 

1965 

$35 

$35 

$75 

$60 

$75 

$15 

1966 

100 

115 

260 

180 

215 

80 

1967 

115 

125 

280 

200 

235 

80 

1968 

125 

135 

290 

220 

255 

70 
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D.     Problems  Involved  in  Cost  Estimates  for  Hospital  and  Related  Benefits 


Long-range  actuarial  cost  estimates,  by  their  very  nature,  can 
present  the  general  range  of  future  costs  but  cannot  be  a  precise  fore- 
'cast  of  future  experience.    This  fact  has  been  taken  into  consideration  in 
the  cost  estimates  for  the  Old -Age,  Survivors,  and  Disability  Insurance 
program  over  the  quarter  century  of  its  operation.    From  time  to  time  the 
assumptions  underlying  the  actuarial  cost  estimates  have  been  revised  to 
take  into  account  later  available  data  and  indications  of  trends.    The  cost 
estimates  for  the  proposed  hospital  benefits  program  are  subject  to  simi- 
lar revisions. 

There  is  a  somewhat  greater  relative  range  of  probable  costs  for  the 
proposed  hospital  benefits  than  for  the  OASDI  monthly  cash  benefits,  which 
system  has  been  in  operation  for  more  than  20  years .    Not  only  are  the  data 
incomplete  for  some  of  the  various  cost  aspects  and  factors  underlying 
the  proposed  hospital  benefits  as  they  would  be  provided  under  a  social  in- 
surance system,  but  also  service  benefits  quite  obviously  do  not  have  costs 
as  readily  determinable  as  cash  benefits  that  are  directly  related  to 
covered  earnings.    But  it  should  be  recognized  that,  similarly,  when  the 
present  OASDI  cash  benefits  program  was  inaugurated  in  1935 >  little  was 
known  about  many  of  the  factors  entering  into  the  actuarial  cost  estimates. 
Then,  is  now,  assumptions  had  to  be  made  on  the  basis  of  the  data  available, 
using  the  best  possible  actuarial  judgment. 

From  a  cost  standpoint,  the  major  benefit  in  the  bill  is  the  pro- 
vision of  hospital  care.    A  great  amount  of  data  is  available  in  regard  to 
hospitalization  experience  of  aged  persons.    Principal  sources  include  the 
1957  Beneficiary  Survey  made  by  the  Social  Security  Administration  the  con- 
tinuing investigations  made  by  the  National  Health  Survey  of  the  Public 
Health  Service,  and  the  experience  of  various  insuring  organizations  such 
as  the  Blue  Cross  and  private  insurance  companies.    Much  of  this  information 
has  previously  been  summarized  in  the  1959  Hospitalization  Report.  Nonethe- 
less, precise  estimates  are  not  possible  because  of  such  unknowns  as  the 
extent  of  hospital  utilization  by  persons  who  have  not  had  insurance  in  the 
past,  but  who  would  have  benefit  coverage  under  the  provisions  of  the  bill. 

Another  major  difficulty  in  making  cost  estimates  for  hospitaliza- 
tion benefits  is  the  extent  to  which  hospital  costs  will  rise  in  the 
future.    The  long-range  actuarial  cost  estimates  for  the  OASDI  system 
have  always  assumed  that  earnings  would  be  level  in  the  future --for 
reasons  that  are  described  in  detail  elsewhere  (see  Actuarial  Study  No.  ^9, 
page  8,  and  the  Report  of  the  Committee  on  Ways  and  Means  of  the  House  of 
Representatives  on  the  Social  Security  Amendments  of  196l,  H.  Rept.  No. 
216,  87th  Cong.,  April  7,  196l,  pp.  lU-l6).    This  assumption  means  that 
benefit  costs  relative  to  payroll  will  not  be  affected  by  any  rising- 
earnings  trend  that  may  develop,  because  it  is  assumed  that  the  benefit 
structure  (including  the  maximum  earnings  base  that  is  creditable  toward 
benefits  and  that  is  subject  to  contributions)  will  be  adjusted  to  keep 
pace  with  the  rising  earnings. 

When  earnings  levels  have  increased  in  the  past  (increasing  both 
benefit  outgo  and  tax  income — the  latter  more  than  the  former,  because 
of  the  weighted  benefit  formula),  this  factor  has  been  recognized  in 
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subsequent  cost  estimates .    Any  resulting  net  reduction  in  cost  has  been 
made  available  for  the  financing  of  the  program,  including  proposed  bene- 
fit liberalizations.    Liberalizations  financed  entirely  in  this  manner 
tend  to  keep  the  system  up  to  date. 

In  considering  the  hospitalization-benefit  costs  in  conjunction 
with  a  level -earnings  assumption  for  the  future,  it  is  sufficient  for 
the  purposes  of  long-range  cost  estimates  merely  to  analyze  possible 
future  trends  in  hospitalization  costs  relative  to  covered  earnings . 
Accordingly,  any  study  of  past  experience  of  hospitalization  costs  should 
be  made  on  this  relative  basis.    The 'actual  experience  in  recent  years 
has  indicated,  in  general,  that  hospitalization  costs  have  risen  much 
more  rapidly  than  the  general  earnings  level,  with  the  differential  being 
in  the  neighborhood  of  3$  or  kfi  per  year. 

One  of  the  uncertainties  in  cost  estimates  for  hospitalization 
benefits,  then,  is  how  long  and  to  what  extent  this  tendency  of  hospital 
costs  to  rise  more  rapidly  than  the  general  earnings  level  will  continue 
in  the  future — and  whether  or  not  it  may,  in  the  long  run  be  counter- 
balanced by  a  trend  in  the  opposite  directions .    Some  factors  to  consider 
are  the  relatively  low  wages  of  hospital  employees  (which  have  been 
rapidly  "catching  up"  with  the  general  level  of  wages  and  obviously  may 
be  expected  to  "catch  up"  completely  at  some  future  date,  rather  than 
to  increase  indefinitely  at  a  more  rapid  rate  than  wages  generally)  and 
the  development  of  new  medical  techniques  and  procedures,  with  resultant 
increased  expense.    In  connection  with  the  latter  factor,  there  are 
possible  counterbalancing  factors,  in  that  the  higher  costs  involved  for 
more  refined  and  extensive  treatments  may  be  offset  by  better  general 
health  conditions,  the  development  of  out-of -hospital  facilities,  shorter 
durations  of  hospitalization,  and  less  expense  for  subsequent  curative 
treatments  as  a  result  of  preventive  measures.    Also,  it  is  possible  that 
at  some  time  in  the  future,  the  productivity  of  hospital  personnel  will 
increase  significantly  so  that,  as  in  other  fields  of  economic  activity, 
wages  will  increase  more  rapidly  than  prices. 

Perhaps  the  ma.jor  difficulty  in  making,  and  in  presenting, 
these  actuarial  cost  estimates  for  hospitalization  benefit  is  that — 
unlike  for  the  OASDI  monthly  benefits — an  unfavorable  cost  result  is 
shown  when  total  earnings  levels  rise  unless  the  provisions  of  the 
system  are  kept  up-to-date  (insofar  as  the  maximum  taxable  earnings 
base  and  the  dollar  amounts  of  the  deductibles  are  concerned).  The 
reason  for  this  is  that  there  is  the  fundamental  actuarial  assumption 
that  the  hospitalization  costs  will  rise  at  the  same  rate  over  the 
long  run  as  total  earnings  level,  whereas  the  contribution  income 
rises  less  rapidly  than  the  total  earnings  level  since  it  depends  on 
the  covered  earnings  level,  which  is  dampened  because  of  the  effect  of 
the  earnings  base.    Accordingly,  it  is  necessary  in  the  actuarial  cost 
estimates  for  hospitalization  benefits  to  assume  either  that  earnings 
levels  will  be  unchanged  in  the  future  or  that,  if  wages  continue  to 
rise  (as  they  have  done  in  the  past),  then  from  a  given  point  of  time,  the 
system  will  be  kept  up-to-date  insofar  as  the  earnings  base  and  the  deduct- 
ibles are  concerned.    In  this  respect,  it  may  be  noted  that  in  H.R.  3920  the 
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"2^  times  the  average  daily  hospital  cost"  deductible  associated  with 
the  180-day  maximum  hospitalization  alternative  is  on  a  "dynamic"  basis 
and  so  is  automatically  kept  up-to-date,  while  the  deductible  of  "$10 
per  day"  is  not  on  a  "dynamic"  basis. 

The  other  three  benefits  provided  by  the  bill  would  have  a  far 
lower  relative  cost  than  the  hospitalization  benefits  (assuming  that 
the  types  of  services  provided  by  the  different  facilities  remain  ap- 
proximately the  same  as  at  present).    Accordingly,  even  relatively 
large  variations  in  the  cost  estimates  for  these  benefits  would  have 
much  less  effect  on  the  overall  costs  of  the  proposal.    Although  these 
services  (skilled -nursing -facility  care  following  hospitalization,  out- 
patient-hospital-diagnosis, and  home -health-visits)  are  now  being  ex- 
tensively provided  in  a  number  of  areas,  comparatively  little  data  is 
available  in  regard  to  their  cost  for  aged  persons,  when  provided  in 
the  manner  set  out  by  the  bill. 

In  many  instances,  these  three  types  of  benefits  are  not  currently 
available  because  of  lack  of  facilities  (or  insuff icient  facilities). 
Accordingly,  the  early-year  costs  for  these  benefits  will  be  relatively 
low.    The  long-range  costs,  however,  are  determined  on  the  assumption 
that  sufficient,  adequate  facilities  will  be  available  to  supply  the 
benefits  provided. 

Another  important  factor  in  connection  with  the  actuarial  analysis 
of  proposals  for  various  types  of  health  benefits  is  their  cost-inter- 
relationship.   For  example,  if  hospitalization  benefits  were  provided, 
but  skilled -nursing -facility  carei  were  not,  there  would  tend  to  be  more 

utilization  of  the  hospitalization  benefits  because  an  individual  would 
be  more  likely  to  stay  longer  in  a  hospital  (at  little  or  no  cost  to 
him)  rather  than  to  enter  a  skilled -nursing -facility  operating  at  lower, 
costs,  but  with  the  full  amount  to  be  paid  by  him.     Similarly,  if  there 
were  no  outpatient-hospital-diagnostic  benefits  provided  in  the  bill, 
and  if  ^here  were  no  deductible  in  the  hospitalization  benefits,  there 
would  be  a  financial  incentive  for  an  individual  to  enter  a  hospital 
(with  resulting  higher  cost)  to  obtain  these  services  without  cost  to 
him. 

likewise,  the  availability  of  home -health  services  can  reduce 
hospitalization -benefit  costs  in  certain  cases.    Otherwise,  an  individual 
might  enter  a  hospital  or  stay  in  it  longer  if  in  doing  so  there  were 
less  cost  to  him  personally  than  in  obtaining  home-health  services.  On 
the  other  hand,  the  home -health  services,  when  available,  will  undoubtedly 
be  utilized  by  many  persons  who  would  not  otherwise  have  been  in  hospitals. 
In  the  same  way,  the, presence  (or  absence)  of  a  deductible  provision  for 
one  benefit  can  influence  not  only  the  cost  of  that  benefit,  but  also  the 
costs  of  other  types  of  benefit. 
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Actuarial  Studies  Available  from  the  Division  of  the  Actuary* 


10.    Various  Methods  of  Financing  Old-Age  Pension  Plans — September 
1958. 

lh.    An  Analysis  of  the  Benefits  and  Costs  under  Title  II  of  the 
Social  Security  Act  Amendments  of  1939 — December  1941. 

19.     OASI  19U5-UU  Cost  Studies— May  1944. 

21.    Analysis  of  Long-Range  Cost  Factors — September  1946. 

32.    Analysis  of  $h6  Group  Annuities  Underwritten  in  1946-50 — October 
1952. 

3^.    Analysis  of  the  Benefits  under  the  OASI  Program  as  Amended  in 
1952— December  1952. 

37*    Estimated  Amount  of  Life  Insurance  in  Force  as  Survivor  Benefits 
under  Social  Security  Act  Amendments  of  1952--August  1953* 

38.     Long-Range  Cost  Estimates  for  Changes  Proposed  in  the  OASI  System 
by  H.R.  7199 j  with  Supplementary    Estimates  for  Universal 
Coverage --March  195*+  • 

40.    The  Financial  Principle  of  Self -Support  in  the  OASI  System — 
April  1955. 

hi.    Analysis  of  Benefits,  OASI  Program,  1954  Amendments—  May  1955* 

43.    Estimated  Amount  of  Life  Insurance  in  Force  as  Survivor  Benefits 
under  OASI — 1955 — September  1955* 

hh.    Analysis  of  157  Group  Annuity  Plans  Amended  in  19 50-5^- -July  1956, 

45.  Present  Values  of  OASI  Benefits  in  Current  Payment  Status  1940-56 
—May  1957. 

46.  Illustrative  United  States  Population  Projections — May  1957* 

h'J .    Estimated  Amount  of  Life  Insurance  in  Force  as  Survivor  Benefits 
under  OASI— 1957— July  1958. 

48.    Long-Range  Cost  Estimates  for  Old -Age,  Survivors,  and  Disability 
Insurance  under  1956  Amendments — August  1958. 


*    Numbers  not  listed  are  out  of  print. 
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k$.    Methodology  Involved  in  Developing  Long -Range  Cost  Estimates  for 
the  Old -Age,  Survivors,  "and  Disability  Insurance  System--May  1959* 

50.  Analysis  of  Benefits,  OASDI  Program,  i960  Amendments — December  i960. 

51.  Present  Values  of  OASI  Benefits  in  Current  Payment  Status,  i960 
—  February  1961. 

52.  Actuarial  Cost  Estimates  for  Health  Insurance  Benefits  Bill — 
July  1961. 

53«    Medium-Range  Cost  Estimates  for  Old -Age,  Survivors,  and  Disability 
Insurance  and  Increasing-Earnings  Assumption — August  I96I. 

54.    Estimated  Amount  of  Life  Insurance  In  Force  as  Survivor  Benefits 
under  OASI  1959-60— October  196l. 

55*    Remarriage  Tables  Based  on  Experience  under  OASDI  and  U.S.  Employees' 
Compensation  Systems — December  1962. 

56.    Analysis  of  Benefits  under  26  Selected  Private  Pension  Plans  — 
January  1963* 
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FOREWORD 


This  report  is  the  result  of  a  year's  study  of  the  problem  of  financing 
health  care  of  the  aged  made  by  an  independent,  ad  hoc  committee  com- 
posed of  individuals  of  widely  varying  backgrounds  of  experience  and  re- 
sponsibility. The  work  was  motivated  by  recognition  of  the  seriousness  of 
the  problem  in  our  nation  and  the  need  for  an  over-all  national  policy  for 
its  solution. 

Formation  of  the  Committee  was  suggested  by  Senator  Jacob  K.  Javits, 
of  New  York,  in  the  summer  of  1962.  Following  debate  on  the  Senate  floor 
of  the  Anderson-Javits  proposals  for  a  Federal  program  of  health  insurance 
for  the  aged  in  July  of  that  year,  the  Senator  was  impressed  by  the  need  for 
a  fresh  and  independent  review  of  the  issue.  He  made  it  clear  to  the  Com- 
mittee, and  repeated  in  a  public  statement  announcing  the  Committee's 
formation,  that  the  Committee  was  in  no  way  responsible  to  him  nor  would 
he  be  bound  by  the  Committee's  recommendations.  This  has  been  in  all 
respects  an  independent  and  non-partisan  effort. 

The  Committee  met  in  ten  full-day  sessions  to  frame  this  report.  Policy 
aspects  rather  than  specific  details  of  programs  and  proposals  have  been  the 
focus  of  the  Committee's  work.  Members  have  accommodated  their  in- 
dividual opinions  on  matters  of  detail  in  order  to  achieve  consensus  on  the 
major  issues.  Throughout  its  deliberations,  the  Committee  has  made  parti- 
cular efforts  to  see  the  problem  as  a  whole  and  to  keep  its  various  parts  in 
perspective,  evaluating  separate  measures  in  the  context  of  their  effect  upon 
over-all  results. 

The  main  thesis  of  the  conclusions  reached  is  that  the  need  of  our  aged 
population  for  health  insurance  is  such  that  actions  are  required  in  both 
the  private  and  public  sectors  of  the  nation,  that  the  success  of  action  in 
each  of  these  sectors  depends  upon  effective  action  being  taken  in  the  other, 
and  that  national  policy  providing  for  a  dual,  synchronized  approach  is 
required.  For  attaining  this  solution,  the  Committee  has  formulated  guiding 
principles  which  are  presented  in  this  report. 

The  Committee  has  not  engaged  in  research  involving  fact-finding 
but  has  depended  and  drawn  upon  the  extensive  body  of  data  available 
from  studies  and  reports  of  governmental  and  non-governmental  organiza- 
tions, -in  all  instances  seeking  and  utilizing  the  most  recent  information 
available. 

We  wish  to  express  special  appreciation  for  the  resourceful,  pains- 
taking and  patient  work  of  Dr.  Howard  L.  Bost,  study  director.  We  are 
grateful  for  the  advice  of  Professor  Henry  H.  Foster,  Jr.  of  New  York  Uni- 
versity Law  School  on  legal  questions,  Charles  C.  Slay  for  editorial  assist- 
ance, and  to  the  many  individuals  consulted  on  various  aspects  of  our  study. 
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The  Problem 


The  development  of  sound,  effective  provision  for  the  health  care  of 
the  aged  population  is  one  of  the  most  important  and  urgent  matters  of 
unfinished  business  before  our  nation. 

This  unfinished  business  requires  attention  because  it  vitally  affects  so 
many  individuals  and  bears  so  directly  upon  their  well-being.  Almost  18 
million  people  in  our  nation  are  age  65  or  over,  and  the  number  is  increasing 
rapidly,  by  nearly  1,000  each  day.  In  1950,  there  were  12-1/4  million,  by 
1970  there  will  be  20  million,  and  by  1980,  almost  25  million.  The  period 
we  are  living  in  is  not  only  one  in  which  the  number  of  aged  is  rising  and  in 
which  this  age  group  is  becoming  an  increasing  proportion  of  the  nation's 
population,  it  is  also  a  period  in  which  medical  science  is  advancing  at  an 
accelerating  pace  and  is  contributing  increasingly  to  human  well-being. 
Health  care  is  becoming  a  more  essential  and  larger  component  in  the 
American  standard  of  living.  This  is  particularly  true  for  older  people  as  a 
group,  whose  health  problems  are  more  numerous  and  more  severe  than 
those  of  younger  people.  These  basic  and  continuing  trends  make  health 
care  of  the  aged  a  matter  of  increasing  importance  in  our  nation. 

Attention  is  urgently  required  because  the  impact  of  health  care  cost 
is  a  major  threat  to  the  independence  and  dignity  of  elderly  people.  Diffi- 
culty in  meeting  health  expenses  and  fears  that  costs  of  needed  care  will 
eat  away  or  exhaust  resources  and  lead  to  dependency,  are  widespread  and 
common  in  our  aged  population.  This  is  a  product  of  the  harsh  reality  that 
old  age  is  typically  a  period  of  life  in  which  health  expenses  are  high  and 
income  is  low. 

Studies  by  the  Department  of  Health,  Education,  and  Welfare  indicate 
that  the  per  capita  costs  of  personal  health  services  for  those  age  65  and 
over  are  running  about  2-1/2  times  as  high  as  for  the  rest  of  the  popula- 
tion. Excluding  services  financed  by  public  funds,  the  health  care  expenses 
of  the  aged  are  still  more  than  twice  as  high  as  those  of  persons  under  65 
years  of  age.  In  1961,  the  costs  were  estimated  to  be  $226  per  aged  person 
as  compared  to  $103  for  other  persons. 

As  would  be  expected  because  most  of  the  aged  do  not  have  earnings 
from  employment,  income  levels  in  the  aged  population  are  relatively  low. 
Reports  issued  by  the  Bureau  of  the  Census  show  that  of  the  aged  persons 
who  live  alone,  almost  half  had  money  incomes  of  $1,000  or  less  in  1960 
and  three-fourth  had  less  than  $2,000  a  year.  Among  families  in  the  nation 
where  the  head  is  65  or  over,  the  median  annual  income  in  1960  was 
$2,897;  in  comparison  it  was  $5,905  for  other  families  which,  however,  are 


larger  in  terms  of  numbers  of  persons  per  family.  But  for  two-person  fam- 
ilies, which  account  for  almost  three  out  of  four  older  families,  median  an- 
nual income  was  $2,530  where  the  head  was  age  65  or  over  as  compared 
with  $5,314  where  the  head  of  the  family  was  younger. 

The  median  value  of  the  liquid  assets  held  by  spending  units  headed 
by  aged  persons  was  but  $1,000  in  1960,  according  to  studies  conducted 
by  the  University  of  Michigan.  Equity  in  their  home  is  the  most  common 
form  of  non-liquid  assets  which  the  aged  have  accumulated  during  their 
lifetimes  and  this  type  of  asset  usually  accounts  for  the  major  part  of  their 
net  worth.  It  should  be  recognized  that  the  equity  aged  persons  have  in  their 
homes  ordinarily  does  not  represent  an  appropriate  resource  for  meeting 
illness  expenses. 

Traditionally,  funds  provided  by  the  immediate  family  or  other  rela- 
tives of  aged  persons  have  contributed  importantly  to  meeting  illness  costs. 
The  changing  pattern  of  American  society,  the  growing  urbanization  and 
mobility  of  the  population,  the  not  infrequent  doubling-up  of  generations 
who  are  aged,  and  many  other  factors  which  are  part  of  modern  living,  are 
reducing  the  extent  to  which  the  family  can  be  looked  to  and  relied  upon 
for  security  in  old  age. 

A  further  factor  intensifying  the  problem  for  the  aged  is  that  health 
services  continue  to  become  more  expensive.  As  measured  by  the  Consumer 
Price  Index  of  the  Bureau  of  Labor  Statistics,  medical  care  prices  have 
been  rising  more  consistently  and  much  faster  than  the  cost  of  living.  While 
the  price  index  for  all  items  by  June,  1963  had  gone  up  27  percent  over-all 
since  1950,  the  rise  in  the  prices  for  medical  care  items  had  been  59  percent. 
Hospital  daily  rates  had  increased  139  percent  in  this  period. 

The  disadvantaged  position  of  the  aged,  resulting  from  the  combination 
of  their  higher  health  care  expenses  and  lesser  ability  to  meet  them,  has 
been  extensively  documented  by  many  studies  and  reports  by  both  govern- 
mental agencies  and  private  organizations.  There  is  general  agreement  that 
a  problem  does  exist  which  our  nation  must  solve.  It  is  a  national  problem 
and  a  human  problem  of  major  proportions  and  one  that  is  clearly  within 
the  nation's  capacity  to  solve. 

But  the  development  of  sound,  effective  provision  is  a  matter  of  un- 
finished business.  Although  provision  for  health  care  of  aged  persons  on 
public  relief  rolls  has  long  been  established  and  continues  to  be  improved, 
and  although  in  recent  years  we  have  begun  providing  through  the  Kerr- 
Mills  program  for  the  health  care  of  the  medically  indigent  aged  (those  who 
require  public  aid  to  meet  their  health  care  costs),  these  measures  are  con- 
fined to  dealing  with  dependency  after  it  has  occurred.  These  measures  do 
not  encourage  or  strengthen  the  efforts  of  the  aged  to  avoid  dependency.  For 
the  millions  of  aged  persons  who  have  not  sought  relief  but  are  exposed  to 
the  risk  of  health  costs  they  cannot  meet,  these  existing  measures  do  nothing 
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to  improve  the  chances  that  they  will  be  able  to  retain  their  independence. 
Public  relief  programs  do  not  reduce  the  disadvantage  of  these  millions  of 
aged  persons  in  coping  with  illness  costs  nor  ease  the  special  risk  they  face 
of  losing  their  self-sufficiency  and  being  reduced  to  a  level  of  indigency  by 
the  impact  of  health  costs. 

Moreover,  it  is  important  to  recognize  that  dependency  frequently 
contributes  to  deterioration  of  health  in  the  declining  years  of  life.  The 
downward  spiral  often  begins  with  an  episode  of  acute  illness  which  destroys 
the  aged  person's  financial  independence;  this  state  of  dependency,  in  turn, 
inhibits  rehabilitation  and  creates  a  chronic  condition  that  both  robs  the 
individual  of  a  life  worth  living  and  burdens  his  family  or  the  community 
with  a  high  cost  of  care. 

The  existing  need  lies  in  developing  sound,  effective  provisions  for  im- 
proved protection  of  aged  individuals  against  the  loss  of  their  independence, 
of  their  pride  and  self-sufficiency  as  a  result  of  health  care  costs.  In  threat- 
ening the  status  of  the  individual,  his  security  and  his  dignity,  the  economic 
hazard  of  health  care  of  the  aged  constitutes  one  of  the  great  unsolved  prob- 
lems of  the  nation.  The  development  of  protection  against  this  threat,  provi- 
sions to  enable  individuals  in  old  age  to  manage  health  care  and  sickness 
costs  without  humiliation  and  sacrifice  of  self-respect,  is  a  challenge  befitting 
this  nation  and  its  concern  for  the  individual.  Our  way  of  life,  our  social, 
political  and  economic  system,  instills  in  our  people  a  high  value  upon  the 
independence  of  the  individual  in  his  private  affairs  and  an  equally  strong 
stigma  upon  becoming  dependent  and  losing  self-sufficiency  in  dealing  with 
personal  matters.  An  individual's  health  and  his  health  care  is  a  personal 
matter.  The  problem  and  the  challenge  present  in  the  circumstances  sur- 
rounding health  care  of  the  aged  call  for  the  nation  to  proceed  in  a  way  that 
respects  the  values  held  by  the  individuals  who  comprise  our  aged  popula- 
tion and  that  carries  out  the  precept  of  regard  for  the  individual,  his  inde- 
pendence and  dignity,  for  which  we  stand  as  a  people  and  as  a  nation. 

The  requirement  imposed  by  the  problem  as  here  defined  is  provision 
within  the  nation  for  needed  protection  of  the  aged  against  the  impact  of 
health  care  costs.  The  facts  and  the  character  of  the  problem  point  squarely 
to  the  conclusion  that  what  is  needed  is  development  and  extension  of  health 
insurance  to  cover  the  high  risk  to  which  aged  persons  are  exposed. 

Insurance  is  appropriate  and  effective  as  a  method  of  dealing  with 
health  care  costs  because  these  costs  tend  to  be  unpredictable  and  beyond 
the  control  of  the  individual  as  to  the  time  or  the  amount  in  which  cost  is 
incurred.  Health  care  expenses,  moreover,  are  spread  unevenly  among  in- 
dividuals and  the  amount  of  expenditure  required  tends  to  fluctuate  sharply 
from  time  to  time.  For  these  reasons,  health  care  is  distinct  from  other 
items  entering  into  the  cost  of  living  such  as  food,  rent  and  clothing.  Spend- 
ing required  by  a  family  or  individual  for  these  latter  items  can  be  managed 
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and  controlled  as  to  the  timing  and  amount  of  expenditure  and  conse- 
quently the  expense  involved  can  be  predicted  and  budgeted;  this  is  not 
generally  the  case  with  respect  to  illness  expenses.  The  need  for  and  advan- 
tages of  insurance  against  medical  and  hospital  bills  is  borne  out  by  person- 
al experience  of  most  people.  It  is  attested  to  by  the  widespread  acceptance 
of  health  insurance  by  the  American  people. 

For  aged  persons,  the  importance  of  having  protection  against  their 
health  care  costs  is  seen  to  be  even  greater  than  it  is  for  those  who  are 
younger,  because  the  aged  are  more  likely  than  the  rest  of  the  population  to 
be  sick,  to  be  sick  for  prolonged  periods,  and  to  require  more  expensive 
services,  particularly  hospitalization.  Findings  in  1960  of  the  National 
Health  Survey  of  the  United  States  Public  Health  Service  show  that  almost 
4  out  of  5  aged  persons  in  the  noninstitutional  population  have  one  or  more 
chronic  health  problems.  One  out  of  seven  elderly  persons  is  completely 
limited  in  activity  by  chronic  conditions.  On  the  average,  aged  people 
are  sick  in  bed  over  two  and  a  half  times  as  many  days  per  year  as  younger 
people.  The  aged  require  hospitalization  more  often  than  persons  under  age 
65  and  the  length  of  their  stay  in  the  hospital  per  admission  is  twice  as  long 
on  the  average.  For  one  out  of  ten  hospitalized  aged  persons,  the  length  of 
stay  is  30  days  or  longer.  The  hospital  bill  alone  for  the  average  length  of  stay 
of  an  aged  person  usually  amounts  to  more  than  $500,  according  to  the 
President's  Council  on  the  Aging. 

On  the  basis  of  the  condition  of  their  health  and  of  their  proneness  to 
illness,  it  is  apparent  that  older  people  are  especially  subject  to  the  economic 
hazards  of  illness.  Without  insurance,  the  shock-loss  produced  by  a  siege 
of  major  illness,  particularly  illness  requiring  hospitalization,  could  be  ex- 
pected to  have  a  serious  effect  on  the  financial  security  of  many  if  not  most 
aged  persons.  Repeated  episodes  of  illness  or  necessity  for  long-term  care 
are  potentially  crushing  in  their  financial  impact. 

These  elements  of  the  situation  of  the  aged,  high  vulnerability  to  loss, 
in  the  face  of  characteristically  slender  margins  of  income  and  liquid  assets 
to  meet  losses,  with  maintenance  of  independence  at  stake,  present  a  prob- 
lem that  can  best  be  met  by  extension  to  aged  persons  of  health  insurance 
coverage. 

While  this  conclusion  points  the  direction  that  should  be  taken  in  meet- 
ing the  problem  confronting  the  nation,  it  leaves  unresolved  the  character 
and  design  of  actions  that  will  be  required  to  accomplish  adequate  health 
insurance  coverage  of  the  aged.  Agreement  as  to  the  objective  does  not 
suffice,  since  in  the  American  economic  and  social  system  either  private  or 
public  actions  or  both  are  available  to  accomplish  social  objectives.  Con- 
sequently, a  basic  question  is  that  of  the  respective  responsibilities  of  private 
and  public  effort  which  will  constitute  sound  and  effective  provision  for 
achieving  the  needed  health  insurance  coverage  among  aged  persons. 
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Private  health  insurance,  in  its  dramatic  growth  and  success  in  reaching 
the  great  majority  of  the  nation's  population,  has  not  only  established  its 
basic  role  in  the  nation  but  also  has  demonstrated  that  it  has  both  significant 
potentialities  and  limitations.  It  is  apparent  that  private  health  insurance 
has  encountered  greater  difficulties  in  extending  coverage  among  aged  per- 
sons than  in  the  case  of  the  rest  of  the  population  and  that  it  has  not  been 
as  effective  in  protecting  them  against  the  economic  hazard  of  illness. 

According  to  information  from  the  private  insurers  and  reported  by  the 
Department  of  Health,  Education,  and  Welfare,  slightly  over  half  of  the 
noninstitutional  aged  population  in  1961  had  some  hospital  insurance  as 
compared  to  three  out  of  four  persons  in  the  general  population.  Less  than 
half  of  the  aged  had  any  surgical  protection  whereas  among  the  general 
population  this  protection  is  almost  as  extensive  as  hospital  insurance.  While 
insurance  against  other  health  costs,  such  as  out-of-hospital  care,  nursing 
and  drugs,  is  held  by  only  a  small  part  of  the  younger  population,  it  is  even 
more  limited  for  the  aged.  Data  from  the  1959  National  Health  Survey  in- 
dicate that  among  those  in  the  aged  population  with  family  income  under 
$2,000  a  year,  more  than  two  out  of  three  aged  persons  had  no  health  in- 
surance whatever.  This  is  the  group  most  subject  to  being  reduced  to  partial 
or  total  dependency  by  illness  costs.  Also  it  is  significant  that  among  persons 
having  insurance  the  proportion  of  the  hospital  costs  met  by  insurance  has 
been  found  to  be  lower  for  the  aged  than  for  the  rest  of  the  population.  Find- 
ings of  the  National  Health  Survey  of  1958-60  indicate  that  the  percentage 
of  hospitalized  persons  with  insurance  for  whom  their  insurance  paid  less 
than  half  of  the  hospital  bill  was  more  than  twice  as  high  for  the  aged  as  for 
younger  persons. 

It  is  reliably  estimated  that  while  insurance  is  now  paying  upwards  of 
one  third  of  the  personal  health  expenses  of  the  younger  part  of  the  popu- 
lation, insurance  is  meeting  only  between  10  and  15  percent  of  the  costs 
incurred  by  persons  age  65  and  over.  In  sum,  it  is  evident  that  the  effective- 
ness attained  by  private  insurance  in  meeting  the  impact  of  health  costs  is 
far  less  for  elderly  people  than  for  those  who  are  younger. 

The  major  factors  that  have  impeded  successful  development  of  pri- 
vate health  insurance  for  our  older  population  and  that  restrict  its  ability 
to  solve  the  problem  of  health  care  of  the  aged  are  believed  to  be  quite  clear 
and  unmistakable.  They  are,  moreover,  highly  pertinent  to  the  conclusion 
that  is  reached  about  what  further  actions  should  be  taken  in  the  nation  to 
meet  the  problem. 

One  basic  factor  is  the  cost  of  health  protection  for  aged  persons.  For 
most  types  of  health  care,  with  the  notable  exception  of  dental  care,  the 
utilization  of  services  and,  consequently,  costs  of  services  are  markedly 
higher  for  the  aged  than  for  younger  persons.  The  differential  is  greater  with 
respect  to  hospitalization  expenses.  The  National  Health  Survey  during 
1958-60  found  that  on  the  average,  aged  persons  were  hospitalized  more 
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than  two  and  a  half  times  as  many  days  as  those  who  were  younger.  Be- 
cause of  such  differentials,  provision  of  the  same  level  of  benefits  to  elderly 
people  as  to  those  who  are  younger  involves  a  large  increase  in  cost  of  pro- 
tection. This  means  that  the  price  charged  to  the  aged  must  be  far  higher 
than  that  charged  to  others  for  the  same  level  of  benefits.  To  reduce  the 
price  of  insurance  for  the  aged  ,their  protection  must  be  curtailed  by  benefit 
restrictions,  or  the  insurance  plan  must  cover  the  loss  resulting  from  the 
higher  cost  of  protection.  If  a  "community  rate"  is  charged  the  aged,  the 
loss  resulting  must  be  met  by  higher  premiums  charged  to  younger  persons 
than  would  otherwise  be  necessary. 

Another  basic  factor  is  the  level  of  income  for  aged  persons.  In  two 
ways,  both  of  which  are  of  fundamental  significance,  this  factor  makes  more 
formidable  the  difficulty  for  private  insurance  in  meeting  the  need  of  the 
aged  for  health  care  protection.  The  characteristic  aspects  of  the  financial 
situation  of  aged  persons,  relatively  low  and  fixed  income,  slender  and  ir- 
retrievable reserves,  mean  that  a  high  level  of  protection  against  the  eco- 
nomic hazards  of  illness  is  required  to  meet  the  needs  of  this  population 
group.  The  amount  of  costs  which  can  be  met  at  the  time  of  illness  is  much 
lower  for  the  aged  than  for  those  in  general  population.  Accordingly,  it  is 
necessary  for  health  insurance  to  cover  a  much  larger  proportion  of  health 
care  costs  in  the  case  of  the  aged.  The  importance  of  a  high  level  of  pro- 
tection for  aged  persons  is  accentuated  by  the  fact  that  costs  are  encountered 
more  frequently  and  in  larger  amounts  than  by  younger  persons  and  by 
the  greater  tendency  for  health  care  costs  to  be  progressive  and  accelerative 
for  the  aged  because  of  chronic  conditions  and  long-term  illnesses. 

In  addition  to  increasing  the  level  of  protection  required,  the  factor  of 
low  income  has  the  further  and  more  obvious  implication  of  restricted 
ability  of  the  aged  to  afford  private  health  insurance.  The  net  result  of  this 
is  that  the  amount  which  must  be  charged  for  insurance  designed  to  prevent 
unmanageable  costs  at  the  time  of  illness  exceeds  the  ability  of  aged  persons, 
particularly  those  most  needing  protection,  to  pay  the  required  premiums.  In 
other  words,  private  insurance  providing  the  needed  level  of  protection  is 
priced  out  of  the  market  which  must  be  served  for  the  attainment  of  solution 
of  the  problem  of  health  care  of  the  aged. 

The  impasse  which  exists  to  widespread  development  of  private  insur- 
ance meeting  the  protection  needs  of  the  aged  population  is  apparent  from 
even  the  roughest  analysis  of  the  elements  of  the  difficulty  presented.  Based 
on  Census  Bureau  data  previously  cited  in  annual  terms,  the  median  family 
income  of  two-person  aged  families  was  $211  a  month  in  1960.  In  com- 
parison with  this,  average  private  expenditures  for  personal  health  services 
in  1960  amounted  $35.83  per  month  for  two  aged  persons,  on  the  basis  of 
estimates  by  the  Department  of  Health,  Education,  and  Welfare.  While 
some  portion  of  these  costs  should  be  met  out  of  pocket,  the  conclusion  from 
these  data  is  nevertheless  inescapable  that  the  monthly  premium  which  must 
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be  charged  for  insurance  covering  a  major  portion  of  health  care  costs  would 
of  necessity  have  to  be  very  high  in  relation  to  what  the  aged  population 
can  afford.  To  the  extent  that  provision  is  required  for  the  expense  of 
providing  insurance,  for  adverse  selection  and  for  other  cost  elements  which 
must  be  covered  by  the  premiums  charged,  the  difficulty  is  intensified. 

Several  other  factors  of  significance  have  affected  unfavorably  the  per- 
formance of  private  insurance  in  developing  protection  for  the  aged  compar- 
able to  the  rest  of  the  population.  Whereas  the  enrollment  of  groups  of  em- 
ployees, often  with  the  employer  making  a  contribution  to  lower  or  cover 
the  cost  for  employees,  has  been  the  chief  means  of  achieving  coverage 
under  health  insurance  in  the  rest  of  the  population,  these  significant  advan- 
tages have  not  been  extensively  available  in  bringing  coverage  to  the  aged 
population.  Individual  enrollment  has  proved  to  be  much  more  expensive 
and  less  effective  than  group  enrollment. 

It  is  important  to  recognize,  however,  that  most  of  the  non-profit  volun- 
tary health  insurance  plans  have  traditionally  permitted  individuals  upon 
leaving  an  employed  group  to  convert  to  a  direct-pay  policy.  Insurance  com- 
panies are  rapidly  following  suit.  Moreover,  marked  improvements  are  being 
made  in  enrollment  techniques  and  in  underwriting  methods  which  reduce 
expenses  of  selling  and  administration,  broaden  the  pooling  of  risks  and 
reduce  selectivity  and  restrictions  in  providing  coverage  to  aged  persons. 
With  all  of  these  advances,  however,  the  factors  of  high  use  of  care  and  re- 
latively low  ability  to  finance  protection  during  retirement,  which  character- 
ize the  aged,  remain  as  basic  obstacles.  The  need  to  defray  the  cost  of  pro- 
tection during  retirement  by  making  advance  provision  for  it  during  the  in- 
dividual's working  years  has  been  recognized  by  private  insurance  in  the 
development  of  paid-up-at-retirement  policies,  but  coverage  attained 
under  these  policies  is  very  limited  in  extent  and  has  not  become  a  signi- 
ficant element  in  the  over-all  picture. 

It  must  be  recognized  that  the  future  will  bring  changes  affecting  the 
difficulty  confronting  private  health  insurance  in  meeting  the  needs  of  the 
aged  population.  Continued  expansion  of  the  potentialities  of  medical  sci- 
ence can  be  expected  to  add  to  life  expectancy  but,  in  preserving  life,  will 
increase  both  the  need  for  and  the  use  of  health  care  by  the  aged  popula- 
tion. Continuation  of  the  shift  in  the  pattern  of  health  problems  in  the 
nation,  with  chronic  health  conditions  becoming  increasingly  important  as 
the  cause  of  morbidity  and  mortality,  may  be  expected  to  bring  greater 
concentration  of  the  need  for  extensive  health  care  in  the  years  of  life  after 
age  65.  Consequently,  the  proportion  of  the  nation's  health  services  required 
by  the  aged  would  become  greater,  and  the  differential  between  the  aged 
and  the  rest  of  the  population  with  respect  to  utilization  of  health  services 
would  be  accentuated. 

Persons  most  knowledgeable  about  medical  care  costs  expect  that 
the  cost  of  care  will  continue  to  rise  at  a  more  rapid  rate  than  the  cost  of 
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living  because  of  the  same  factors  that  have  operated  in  the  past.  The  na- 
tional effort  devoted  to  medical  research  is  producing  remarkable  scientific 
advances  but  the  application  of  these  often  means  more  complex  and  ex- 
pensive health  services,  requiring  additional  and  more  specialized  personnel, 
equipment  and  facilities  which  add  to  the  cost  of  care  and  increase  the 
economic  hazard  of  illness.  These  factors  point  not  only  to  increased  need 
on  the  part  of  the  aged  population  for  protection  against  health  care  costs 
in  the  future,  but  also  to  rising  cost  of  the  protection  that  is  needed. 

On  the  other  hand,  the  economic  position  of  people  reaching  age  65 
in  the  future  may  be  expected  to  be  better  than  those  currently  aged.  Rising 
income  during  their  productive  years  and  larger  amounts  of  personal  sav- 
ings will  mean  that  at  the  time  of  retirement  individuals  will  tend  to  have 
larger  financial  reserves.  Greater  life  expectancy  and  the  long-term  trend 
to  declining  participation  in  employment  after  age  65,  however,  point  to  a 
lengthening  of  the  period  during  which  savings  and  post-retirement  income 
must  support  the  individual  if  he  is  to  retain  his  independence  in  old  age. 

The  outlook  for  changes  in  the  level  of  income  of  aged  persons  in  the 
future  is  a  factor  of  crucial  significance  to  the  prospects  for  development  of 
private  insurance  which  will  meet  the  need  for  protection  against  health  care 
costs.  Social  insurance  benefits,  which  constitute  the  primary  source  of  in- 
come for  the  aged  who  are  not  employed,  can  be  expected  to  increase  in 
the  future  due  to  higher  wages  upon  which  benefits  are  based,  even  if  there 
are  no  increases  in  the  level  of  benefits  under  the  program.  Under  the 
present  social  security  program,  the  maximum  monthly  benefits  of  $127 
for  a  retired  insured  person,  $105  for  a  widow  and  $190  for  a  couple,  will 
be  attained  or  approached  in  many  instances,  although  reductions  because 
of  early  retirement  and  low  earnings  in  base  years  will  hold  average  pay- 
ments down  to  a  level  substantially  under  the  maximum  amounts.  More- 
over, an  increasing  proportion  of  the  aged  population  will  be  eligible  for 
benefits  under  this  program.  From  close  to  75  percent  in  1961,  the  propor- 
tion of  the  aged  eligible  for  social  security  is  expected  to  rise  to  85  percent 
by  1970,  and  to  90  by  1980. 

Private  pension  plans,  as  a  source  of  supplementary  old  age  benefits, 
can  also  be  expected  to  be  of  growing  importance  in  the  future.  Coverage 
under  such  plans  has  expanded  rapidly  since  1950.  According  to  studies  of 
the  Social  Security  Administration,  37  percent  of  the  private  labor  force  was 
covered  under  private  pension  plans  in  1959.  The  private  plan  benefits  for 
retirees  with  30  years  of  service  were  found  to  fall  within  a  range  of  roughly 
20  to  35  percent  of  their  average  earnings.  It  must  be  recognized,  however, 
that  because  of  changes  in  jobs  and  other  factors,  the  number  of  persons 
who  ultimately  will  be  able  to  qualify  for  benefits  will  be  far  less  than  the 
number  who  are  at  some  time  employed  by  firms  having  pension  plans. 
Moreover,  those  who  qualify  often  will  not  have  sufficient  service  to  re- 
ceive benefits  at  levels  potentially  offered  by  the  plans. 
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Giving  full  recognition  to  increased  benefit  that  can  reasonably  be 
anticipated  under  public  and  private  retirement  programs,  it  is  nevertheless 
apparent  that  the  income  levels  from  this  source  for  persons  becoming  aged 
in  the  future  will  be  low,  even  in  comparison  with  present  day  standards 
and  costs  of  living.  In  view  of  the  long-term  trend  of  declining  labor  market 
participation  of  the  aged,  it  is  not  reasonable  to  expect  earnings  from  em- 
ployment to  more  than  maintain  relative  importance.  Nor  is  it  reason- 
able to  expect  that  income  from  other  sources  for  persons  aged  65  and  over 
will  increase  sufficiently  in  the  future  to  alter  materially  the  income  picture 
for  the  aged  population.  Consequently,  the  difficulty  of  elderly  people  in 
financing  from  their  income  during  old  age  the  cost  of  needed  protection 
against  health  care  costs  is  seen  to  be  a  continuing  factor  of  major  importance 
as  a  limitation  on  the  potentiality  of  private  insurance  in  providing  protec- 
tion for  the  aged  population. 

In  summary,  the  conclusion  reached  by  the  Committee  is  that  insur- 
ance against  the  economic  hazard  of  illness  is  essential  to  a  sound  solution  of 
the  problem  of  health  care  of  the  aged.  Although  a  start  has  been  made, 
there  is  not  effective  coverage  of  the  aged  today.  Moreover,  in  view  of  the 
difficulties  of  extending  protection  to  the  aged  population,  the  Committee 
sees  no  prospect  that  private  insurance  can  alone  provide  a  satisfactory 
solution.  The  nation  is  confronted  with  a  continuing  problem,  calling  for 
long-term  provision  —  a  solution  that  will  meet  the  needs  of  this  generation 
and  will  keep  the  next  generation  from  being  faced  with  the  problem  that 
now  confronts  us. 
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Proposed  Solution:  A  Dual  Public- 
Private  Health  Insurance  Program 

The  central  purpose  of  an  American  solution  to  the  problem  of  fin- 
ancing the  health  care  of  present  and  future  generations  of  the  aged  must 
be  to  encourage  and  protect  the  independence  and  dignity  of  the  individual. 
In  its  basic  approach  to  this  problem,  our  nation  must  aim  at  preventing 
dependency  as  a  concomitant  of  the  deterioration  of  health  in  the  declining 
years  of  life. 

This  requires  a  shift  in  public  policy  from  placing  major  reliance  upon 
charity  and  welfare  assistance  measures  to  placing  emphasis  upon  the 
development  within  the  nation  of  health  insurance  for  the  aged.  Public  assist- 
ance programs  present  the  prospect  of  great  increases  in  requirements  for 
public  funds  without  accomplishing  the  objective  of  preserving  the  inde- 
pendence of  elderly  people  or  of  reducing  the  economic  hazard  of  illness  as 
a  threat  to  their  independence.  By  their  nature,  such  programs,  including  the 
Kerr-Mills  program,  deal  with  dependency  after  it  occurs;  health  insurance, 
by  reducing  the  cost  which  must  be  met  at  the  time  of  illness  to  a  level  that 
is  manageable,  can  prevent  dependency  and  encourage  self-reliance. 

Clearly,  the  solution  required  in  America  today  and  for  the  future 
lies  in  actions  which  will  achieve  the  health  insurance  coverage  called  for  by 
the  risk  of  illness  in  old  age. 

To  accomplish  the  necessary  development  of  health  insurance  for  the 
aged,  the  Committee  proposes  a  dual  public-private  program,  consisting 
of  separate  and  distinct  plans  in  the  respective  sectors  of  the  economy. 
These  plans  are  equally  essential  and  should  be  complementary.  Together 
they  should  provide  balanced  and  effective  basic  protection  covering  roughly 
two-thirds  of  the  aggregate  health  care  costs  incurred  by  the  aged,  leaving 
the  remaining  costs  to  be  met  by  the  individual  on  an  "out-of-pocket" 
basis  or  through  supplementary  private  insurance. 

The  public  plan,  in  the  Committee's  view,  should  utilize  the  principle 
of  contributory  social  insurance  to  cover  all  persons  65  years  of  age  and 
over,  with  payments  collected  during  the  working  years  of  all  employed  and 
self-employed  persons.  The  most  appropriate  area  of  protection  to  be  pro- 
vided by  the  public  plan  is  institutional  care,  which  is  the  most  frequent 
cause  of  financial  shock-loss  to  the  aged.  The  extent  of  this  protection  under 
the  proposed  plan  would  represent  approximately  one  third  of  the  aggregate 
health  care  costs  of  the  aged. 

Another  third  of  these  costs,  the  Committee  believes,  should  be  the 
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subject  of  special  private  insurance  covering  the  largest  non-institutional 
costs  that  occur  most  frequently  among  the  aged.  Special  efforts  are  called 
for  in  order  to  bring  the  cost  of  such  basic,  complementary  private  coverage 
within  reach  of  most  of  the  aged,  to  whom  the  most  economical  and  efficient 
forms  of  insurance  are  not  ordinarily  available.  The  Committee  sees  a  need 
for  Congressional  action  to  permit  insurance  organizations  to  join  together 
in  concerted  efforts  to  provide  low-cost  protection  on  a  mass-enrollment 
basis. 

These  components  of  the  proposed  dual  program  for  the  aged  are  both 
mutually  reinforcing  and  mutually  dependent.  The  Committee  urges  that 
one  aspect  not  be  considered  out  of  the  context  of  the  other;  rather,  they 
should  be  considered  together.  To  this  end,  the  Committee  recommends  the 
establishment  of  a  National  Council  on  Health  Care  of  the  Aged,  which 
would  keep  both  the  public  and  private  components  of  the  program  under 
continuing  review. 

Under  the  proposed  program,  the  health  services  that  are  to  be  financed 
will  be  obtained  and  rendered  within  the  American  system  of  medical  care, 
the  same  system  which  serves  the  general  population  of  the  nation.  The  fin- 
ancing of  health  care  costs  by  the  program  will  be  supportive  of  the  patient- 
physician  relationship  requisite  for  good  medical  care.  The  program 
will  strengthen  the  economic  base  supporting  the  operation  and  improve- 
ment of  the  health  care  establishment  throughout  the  nation,  helping  to 
stimulate  expansion  of  needed  health  care  resources  to  serve  all  groups. 

To  provide  guidelines  for  developing  health  insurance  for  the  aged 
under  broad  national  policy,  the  Committee  has  formulated  a  number  of 
principles.  These  are  set  forth  below  and  are  discussed  in  the  sections  of  the 
report  which  follow.  We  believe  that  through  combined  public  and  private 
action  embodying  these  principles,  a  solution  to  the  problem  of  financing 
the  health  care  of  the  aged  will  be  attainable  in  a  way  that  is  compatible 
with,  and  in  fact  will  strengthen  and  reinforce  American  traditions  and 
values. 

Guiding  Principles  for  Public  Insurance 

1 .  A  long-range  public  plan  should  be  established,  based  on  the 
principle  of  contributory  insurance  and  calling  for  all  em- 
ployed and  self-employed  persons  to  participate  during  their 
working  years,  so  that  upon  reaching  age  65  all  will  have  the 
protection  provided  under  the  plan  without  further  payment. 

2.  The  long-range  public  plan  should  be  self-financed  by  a 
separately  designated  payroll  tax,  collected  as  a  part  of  the 
Social  Security  tax  and  equally  shared  by  employees  and  their 
employers  (or  paid  by  the  self-employed),  with  the  benefit 
level  under  the  plan  tied  to  the  proceeds  from  this  source. 
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Contributions  should  be  placed  in  a  special  trust  fund  com- 
mitted to  provide  stipulated  benefits  after  age  65  to  those 
under  the  plan. 

3.  The  extent  of  health  insurance  protection  provided  by  the 
public  plan  should  be  designed  to  offset  substantially  the 
abnormal  burden  resulting  from  greater  use  and  higher  cost 
of  health  services  required  in  old  age,  so  as  to  give  the  aged  a 
fair  chance  of  maintaining  their  independence  and  providing 
for  themselves. 

4.  The  public  plan  should  be  designed  to  encourage  and  facilitate 
coverage  of  the  aged  under  private  health  insurance  for  addi- 
tional protection.  It  is  essential  that  health  insurance  coverage 
provided  under  the  public  and  private  plans  be  complemen- 
tary and  that  the  roles  of  the  public  and  private  sectors  in  pro- 
viding protection  be  mutually  reinforcing. 

5.  The  benefit  structure  of  the  public  insurance  plan  should  be 
focused  upon  health  services,  the  cost  of  which  tends  to  have 
the  greatest  and  sharpest  impact,  rather  than  upon  services 
involving  routine  costs  or  costs  which  tend  to  fall  in  a  less 
concentrated  fashion. 

6.  The  public  insurance  plan  for  the  aged  should  fit  into  the  cur- 
rent system  of  health  facilities  and  medical  care  in  the  nation, 
with  maximum  free  choice  among  providers  of  services,  and  it 
should  contribute  to  the  improvement  and  expansion  of 
needed  health  resources  in  the  communities  of  the  nation. 

7.  A  fundamental  long-range  objective  of  the  public  insurance 
plan  for  the  aged  should  be  progressive  improvement  in  the 
quality  of  the  services  financed  through  the  plan. 

8.  Responsibility  for  the  administration  of  the  public  insurance 
plan  for  the  aged  should  be  assigned  to  the  Secretary  of  Health, 
Education,  and  Welfare,  with  the  assistance  of  an  Advisory 
Council  on  Health  Insurance  for  the  Aged.  In  administering 
the  plan,  the  Secretary  should  be  authorized  to  contract  for 
services  of  voluntary  organizations  and  required  to  invite 
proposals  from  such  organizations  for  consideration.  Direct 
administration  of  benefits  should  be  undertaken  by  the 
Federal  agency  only  if  proposals  from  voluntary  agencies  are 
not  adequate. 

Guiding  Principles  of  Complementary  Private  Insurance 

1 .  As  a  corollary  action  to  the  establishment  in  the  public  sector 
of  a  plan  for  the  aged  limited  to  basic  institutional  services, 
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national  policy  should  assign  to  private  insurance  the  comple- 
mentary role  of  establishing  protection  to  cover  other  health 
care  requirements  of  aged  persons. 

2.  Private  health  insurance  should  concentrate  primarily  on 
covering  the  major  clusters  of  expense  for  physician  care  and 
other  non-institutional  services,  so  that,  together  with  the  in- 
stitutional care  covered  by  the  public  plan,  the  aged  will  have 
a  well-balanced  package  of  basic  protection. 

3.  Basic  complementary  protection  under  private  insurance 
should  be  made  available  to  all  persons  in  the  aged  population 
without  disqualifications,  reductions  in  benefits,  or  increases 
in  premiums  because  of  advanced  age  or  condition  of  health. 

4.  Private  insurance  organizations  should  devote  intensive  efforts 
to  extending  basic  complementary  protection  to  the  aged  pop- 
ulation, with  concentration  on  developing  marketing  methods 
designed  to  produce  high  volume,  low-cost  mass  coverage. 

5.  Congress  should  take  action  which  would  make  it  possible  for 
insurance  companies  and  non-profit  health  plans  to  join  in 
concerted  nation-wide  efforts  to  extend  to  the  aged  population 
basic  protection,  complementary  to  that  established  under 
the  public  insurance  plan  for  the  aged. 

6.  To  increase  the  proportion  of  the  aged  covered  in  the  future 
under  complementary  protection,  private  insurance  organiza- 
tions should  develop  methods  for  prepaying  during  the  years 
of  active  employment  the  cost  of  health  insurance  in  old  age. 
Employed  groups  also  should  be  encouraged  to  continue 
retirees  under  group  insurance  plans. 

National  Advisory  Council 

A  National  Advisory  Council  on  Health  Insurance  for  the 
Aged  should  be  created  and  charged  with  advising  the  Secretary 
in  administering  the  public  insurance  plan  for  the  aged  and  with 
making  periodic  reports  to  the  Congress  through  the  President 
on  the  status,  in  both  the  private  and  public  sectors,  of  implemen- 
tation of  national  policy  for  health  care  of  the  aged. 
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Guiding  Principles  for  the  Long-Range  Program 

A.  Public  Insurance 

1.  A  long-range  public  plan  should  be  established,  based  on  the  principle 
of  contributory  insurance  and  calling  for  all  employed  and  self-em- 
ployed persons  to  participate  during  their  working  years,  so  that  upon 
reaching  age  65  all  will  have  the  protection  provided  under  the  plan 
without  further  payment. 

DISCUSSION 

The  Committee  believes  that  the  contributory  principle  is  of  funda- 
mental importance  to  the  soundness  of  the  long-range  public  plan  that 
serves  as  part  of  a  dual  public-private  program  for  the  aged.  Although 
special  provisions  will  be  needed  during  the  transitional  period  following  its 
initiation,  a  basic  feature  of  the  on-going  plan  should  be  that  the  individual 
bears,  during  his  working  years,  a  part  of  the  cost  of  the  protection  which  he 
and  his  spouse  would  have  for  the  remainder  of  their  lives  after  reaching  age 
65.  Requirement  of  contribution  on  the  part  of  the  individual  as  called 
for  is  not  an  unusual  feature.  In  fact,  most  people  are  accustomed  to 
paying  toward  the  cost  of  their  insurance  and  retirement  benefits  under 
existing  programs  of  various  types. 

"Contributory"  as  used  here  is  also  intended  by  the  Committee  to  mean 
that  each  payment  which  is  collected  from  the  individual  for  the  public 
insurance  plan  should  be  clearly  visible  to  him  and  should  be  separately 
identified  both  as  to  the  amount  that  he  is  paying  and  as  to  the  purpose  for 
which  he  is  paying  it.  This  will  make  understanding  and  awareness  of  the 
individual's  participation  in  the  plan  much  clearer  than  if  his  payments  were 
rolled  in  with  general  taxes  he  may  pay  —  thereby  becoming  lost  in  the 
total,  making  it  impossible  for  him  to  know  how  much  he  is  paying  toward 
the  plan  and,  indeed,  leaving  it  unclear  and  uncertain  whether  or  not  he  is 
in  fact  participating  in  its  cost.  Making  known  to  the  individual  the  amount 
he  is  contributing  toward  the  plan  is  in  line  with  common  practice  under 
private  insurance  arrangements  and  under  the  Federal  Old  Age,  Survivors 
and  Disability  Insurance  program. 

The  principle  set  forth  by  the  Committee  also  calls  for  the  individual's 
and  his  employer's  contributions  under  the  long-range  public  plan  to  be 
made  before  retirement,  with  the  entire  cost  to  the  individual  being  spread 
over  his  working  lifetime.  This  is  sound  for  the  individual  because  he  is 
better  able  to  assume  and  bear  his  share  of  the  cost  while  he  is  employed 
before  he  becomes  aged.  It  is  sound  for  the  employer  because  his  share  can 
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be  treated  as  a  cost  of  doing  business.  The  same  point  applies  here  as  applies 
to  old  age  retirement  or  pension  plans,  where  systematic  contributions  by 
employees  and  employers,  extending  throughout  the  period  of  employment, 
are  well  established  and  widely  recognized  as  being  the  best  way  of  meeting 
the  costs  of  providing  benefits  after  retirement. 

Under  a  system  where  individuals  make  regular  and  definite  contribu- 
tions during  their  productive  years  so  that  protection  without  further  pay- 
ment will  be  theirs  at  retirement  age,  it  is  important  that  all  employed  and 
self-employed  persons  be  included  in  the  system.  The  reason  for  this  is  that 
it  cannot  be  determined  at  the  time  a  person  first  enters  employment,  for 
example,  at  age  25,  whether  or  not,  40  years  later  when  he  reaches  age  65, 
he  will  have  the  financial  resources  that  would  enable  him  to  get  along  for 
the  remainder  of  his  life  without  the  protection  that  will  be  provided  under 
the  public  insurance  plan.  The  principle  here,  therefore,  calls  for  a  contribu- 
tory plan  in  which  all  employed  persons  participate.  Without  this  feature, 
a  contributory  public  program  would  lose  effectiveness  as  a  component  of 
sound  and  realistic  national  policy  for  solving  the  problem  of  health  care 
that  confronts  people  when  they  become  aged.  The  factors  of  reduced  in- 
come and  increased  need  for  health  care  in  old  age  make  it  predictable  that 
for  most  all  those  currently  employed,  the  protection  offered  under  the 
plan  will  serve  in  good  stead  when  they  become  aged.  Hindsight,  to  deter- 
mine those  who  might  have  been  excluded  from  participating  during  their 
productive  years,  is  clearly  not  feasible.  The  problem  of  providing  for 
retirement  calls  for  foresight  and  the  prudent  and  effective  course  is  for  all 
to  participate  during  their  working  years. 

A  further  element  of  this  principle  calls  for  the  protection  under  the 
public  plan  to  be  provided  when  the  individual  reaches  age  65,  whether  or 
not  he  has  in  fact  retired.  This  is  to  avoid  an  incentive  for  people  to  retire 
solely  for  the  reason  of  obtaining  the  protection  afforded  by  the  plan.  It 
reflects  the  Committee's  view  that  it  is  socially  and  economically  desirable 
for  individuals  to  continue  active  employment  beyond  age  65,  if  they  are 
able  and  want  to  do  so.  A  further  consideration  is  that  after  age  65,  em- 
ployment is  often  intermittent  or  partial.  It  would  be  neither  desirable  nor 
feasible  to  make  adjustments,  or  stops  and  starts,  in  the  health  protection 
of  aged  persons  based  on  gradations  and  other  changes  occurring  from  time 
to  time  in  their  participation  in  employment. 

Attainment  of  age  65  is  believed  by  the  Committee  to  be  the  appro- 
priate point  for  use  in  defining  age  for  purposes  of  eligibility  since  this  line 
of  demarcation  is  one  beyond  which  health  care  costs  normally  rise  sig- 
nificantly and  is  the  age  in  common  usage  under  existing  pension  and  insur- 
ance plans.  Furthermore,  the  fixing  of  a  definite  age  at  which  individuals 
become  eligible  has  the  added  advantage  of  providing  a  further  element  of 
certainty  upon  which  the  planning  of  individuals,  employers,  and  others 
concerned  can  be  firmly  based. 


These  elements  of  the  stated  principle  impart  to  the  plan  its  funda- 
mental character  as  a  public  insurance  program  under  which  an  individual 
becomes  entitled  to  defined  protection  when  he  becomes  aged  on  the  basis 
of  a  right  arising  from  his  prior  contributions  to  the  plan.  Consequently,  in 
the  years  before  his  retirement  and  throughout  old  age,  he  can  know  that 
he  will  have  the  protection  offered  by  the  public  insurance  plan  and  that  this 
will  not  be  affected  by  where  he  lives  or  by  what  his  circumstances  may  be 
or  may  become  during  his  retirement  years. 

This  will  provide  a  solid  footing  upon  which  the  individual  can  stand 
in  planning  and  managing  his  own  affairs  both  before  and  after  he  becomes 
aged.  It  will  constitute  a  foundation  for  personal  initiative,  strengthening  the 
position  of  the  individual  in  his  effort  to  attain  and  preserve  his  independ- 
ence, and  adding  to  the  effectiveness  of  the  plan  in  the  prevention  of  de- 
pendency. 

The  character  of  the  plan  called  for  by  the  Committee  would  be  such 
that  no  stigma  would  attach  to  the  receipt  of  benefits  under  it  in  the  event 
of  illness.  In  contrast  to  the  welfare  or  relief  approach,  the  public  insurance 
plan  would  involve  no  "means  test".  Obtaining  the  benefits  of  the  plan 
would  not  represent  an  acknowledgement  of  personal  deficiency  or  involve 
the  humiliation  and  shock  of  accepting  and  conceding  to  others  that  one's 
status  has  fallen  to  that  of  dependency.  Instead,  a  public  insurance  plan  of 
the  character  prescribed  would  preserve  the  self-respect  of  aged  persons 
who  obtain  the  benefits  it  provides.  Rather  than  representing  public  charity 
or  being  regarded  as  a  "hand-out",  the  protection  and  services  provided 
under  the  plan  would  be  in  the  nature  of  an  "earned  right"  and  the  general 
attitude  characterizing  the  plan  would  be  that  it  is  one  under  which  an  in- 
dividual helps  "pay  his  own  way."  Even  for  those  who  get  a  "bargain" 
under  the  plan,  those  whose  contributions  are  much  less  than  the  value  of 
their  benefits,  the  difference  in  attitude  engendered  is  one  of  fundamental 
social  and  political  significance.  In  designing  the  public  part  of  a  long-range 
program  for  health  care  of  aged  in  our  nation,  these  attributes  are  highly 
important  in  making  it  the  kind  of  program  that  we  should  have  in  America. 

2.  The  long-range  public  plan  should  be  self-financed  by  a  separately 
designated  payroll  tax,  collected  as  a  part  of  the  Social  Security  tax 
and  equally  shared  by  employees  and  their  employers  (or  paid  by  the 
self-employed),  with  the  benefit  level  under  the  plan  tied  to  the  pro- 
ceeds from  this  source.  Contributions  should  be  placed  in  a  special 
trust  fund  committed  to  provide  stipulated  benefits  after  age  65  to 
those  under  the  plan. 

DISCUSSION 

The  Committee  believes  that  the  best  safeguard  for  the  continuing 
stability  and  integrity  of  the  long-range  public  plan  lies  in  making  the  plan 
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self-financing,  linking  benefit  levels  in  a  clear  and  direct  manner  to  the  level 
of  a  separate  tax  levy  supporting  the  plan  and  paid  by  those  who  will  benefit 
under  it.  Not  only  does  this  approach  offer  protection  against  unwarranted 
expansion  under  the  guise  of  "something  for  nothing",  perhaps  motivated  by 
paternalistic  or  political  considerations,  but  also  it  affords  protection  against 
the  perennial  pressures  for  expansion  and  contraction  of  Congressional  ap- 
propriations which  would  jeopardize  the  continuity  or  consistency  if  not  the 
fidelity  of  the  protection  provided  by  the  plan. 

Consistent  with  these  considerations,  a  specially  designated  payroll  tax 
devoted  to  the  support  of  a  special  trust  fund  upon  which  the  plan  is  de- 
pendent for  its  on-going  financial  support  is  called  for  by  the  principle.  The 
special  purpose  and  character  of  the  trust  fund  should  be  made  explicit  in 
the  name  given  to  it.  The  management  of  this  trust  fund  and  the  collection 
of  the  payroll  tax  should  be  in  the  pattern  which  has  proved  to  be  efficient 
and  successful  under  the  Federal  Old  Age,  Survivors,  and  Disability  Insur- 
ance program. 

In  view  of  the  long-term  character  of  a  public  old  age  health  insurance 
plan,  the  level  of  payroll  tax  assessed  for  the  support  should  be  established 
from  the  outset  on  a  basis  consistent  with  actuarial  projections  of  require- 
ments for  fully  financing  the  stipulated  benefits  and  the  necessary  cost  of 
administration.  Provision  should  also  be  made  for  periodic  re-examination 
for  the  purpose  of  determining  changes  in  the  tax  rate  and  wage  base  that 
might  be  required  to  maintain  the  plan  on  a  sound  actuarial  basis.  These 
measures  will  contribute  to  public  recognition  of  the  cost,  specifically  the 
level  of  contributions  required  from  employees  and  employers,  entailed  by 
the  plan.  In  ensuring  such  recognition  and  awareness,  lies  the  best  long-run 
assurance  for  prudent  development  and  operation  of  the  plan. 

In  launching  the  plan,  it  is  important  that  provision  be  made  for  nec- 
essary initial  balances  in  the  special  trust  fund.  This  should  be  accomplished 
in  a  manner  consistent  with  the  integrity  of  the  self-financing  character  of 
the  long-range  plan.  The  alternative  by  which  this  could  be  achieved  are  1) 
setting  the  effective  date  for  starting  contributions  to  the  plan  in  advance 
of  the  effective  date  for  provision  of  benefits,  with  the  interval  being 
determined  by  the  requirement  for  accumulation  of  money  in  the  trust 
fund;  or  2)  providing  for  a  repayable  advance  from  the  Treasury  to  the  trust 
fund,  with  the  tax  schedule  designed  to  provide  a  margin  for  such  repay- 
ment. The  second  alternative  would  permit  the  benefits  under  the  plan  to  be 
provided  at  an  earlier  date,  and  in  view  of  the  pressing  need  of  the  aged 
for  protection  against  illness  costs,  this  alternative  merits  consideration. 
However,  in  view  of  uncertainties  about  the  volume  of  claims  in  the  initial 
period  of  operation,  the  first  alternative  represents  the  preferable  course  if 
the  delay  in  reaching  a  decision  to  establish  the  plan  is  not  unduly  pro- 
longed. 
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3.  The  extent  of  health  insurance  protection  provided  by  the  public  plan 
should  be  designed  to  offset  substantially  the  abnormal  burden  result- 
ing from  greater  use  and  higher  cost  of  health  services  required  in  old 
age,  so  as  to  give  the  aged  a  fair  chance  of  maintaining  their  inde- 
pendence and  providing  for  themselves. 

DISCUSSION 

In  the  context  of  the  aggregate  cost  of  all  the  health  care  required  by 
the  aged  population,  the  question  of  what  proportion  should  be  brought 
within  the  scope  of  a  long-range  public  insurance  plan  is  fundamental  to  the 
planning  of  the  program  and  to  the  philosophy  guiding  its  future  course. 
This  question  is  at  the  root  of  the  uncertainties  on  the  part  of  many  about 
where  the  decision  to  establish  a  program  would  ultimately  lead.  Similarly, 
it  underlies  the  concern  on  the  part  of  some  that  an  initial  step,  irrespective 
of  justification,  might  constitute  an  "opening  wedge"  leaving  no  logical 
stopping  point.  This  question,  and  the  concerns  arising  from  it,  deserve  and 
require  answering. 

The  principle  stated  above  is  believed  by  the  Committee  to  provide 
reasonable  and  feasible  criteria  for  guiding  national  policy  in  setting  appro- 
priate boundaries  for  the  role  of  the  public  insurance  plan  providing  health 
protection  for  the  aged.  Acceptance  of  this  principle  means  that  the  public 
insurance  plan  should  cover  a  part  of  the  health  care  required  by  the  aged 
but  should  not  encompass  the  entire  problem.  The  part  deemed  to  be  within 
the  proper  scope  of  the  plan  is  delimited,  as  a  matter  of  principle,  to  that 
proportion  which  in  the  over-all  will  offset  substantially  the  greater  burden 
of  health  care  costs  falling  on  the  aged  population,  in  comparison  with  the 
rest  of  the  population.  Thus,  the  purpose  and  function  of  the  public  insur- 
ance plan  is  to  narrow  the  problem  facing  the  aged  to  dimensions  that  make 
the  residual  of  the  problem  manageable  by  the  aged  themselves.  This  will 
give  those  in  the  aged  population  a  fair  chance  of  maintaining  their  inde- 
pendence by  providing  for  their  own  needs  through  private  insurance  and 
their  individual  resource,  as  people  under  65  years  of  age  must  do. 

Establishment  of  a  public  insurance  plan  for  health  care  of  the  aged  in 
accordance  with  this  principle  will  retain  an  important  role  for  personal 
intiative  on  the  part  of  individuals  in  meeting  their  health  needs  after  re- 
tirement. Also,  it  will  retain  a  major  role  for  private  health  insurance  in 
providing  protection  needed  by  aged  persons.  Public  assistance  programs, 
particularly  the  Kerr-Mills  programs  for  the  medically  indigent  aged,  will 
continue  to  be  needed  for  supplementation  where  insurance  coverages  are 
inadequate  and  personal  resources  insufficient  to  cover  costs  of  necessary 
health  care.  In  this  capacity,  however,  rather  than  being  used  as  the  basic 
approach  for  dealing  with  the  consequences  of  the  abnormally  high  cost  of 
health  care  for  the  aged  as  a  group,  public  assistance  will  have  the  function 


27 


of  dealing  with  exceptional  individual  situations  involving  special  hardship, 
which  is  the  function  which  assistance  programs  and  methods  are  appro- 
priately designed  to  perform.  With  the  public  insurance  plan  in  combination 
with  private  insurance  providing  protection  to  prevent  dependency  as  a 
common  occurrence  among  aged  persons  as  result  of  illness  cost,  frequency 
of  resort  to  assistance  would  be  greatly  diminished,  and  administrative 
costs,  case  investigations  and  the  amount  of  public  welfare  expenditures 
required  by  the  aged  would  decline  substantially. 

4.  The  public  plan  should  be  designed  to  encourage  and  facilitate  cover- 
age of  the  aged  under  private  health  insurance  for  additional  protec- 
tion. It  is  essential  that  health  insurance  coverage  provided  under  the 
public  and  private  plans  be  complementary  and  that  the  roles  of  the 
public  and  private  sectors  in  providing  protection  be  mutually  rein- 
forcing. 

DISCUSSION 

The  concept  of  a  dual  approach  involving  both  the  public  and  private 
sectors  of  our  nation  in  providing  the  protection  needed  by  the  aged  carries 
important  implications  for  the  formulation  of  the  public  insurance  plan.  The 
provisions  of  the  legislation  dealing  with  the  public  plan  will,  in  fact,  largely 
determine  the  role  which  private  health  insurance  will  have.  It  will  deter- 
mine whether  these  roles  are  competitive  and  conflicting  or  are  compatible 
and  mutually  reinforcing. 

The  above  principle,  in  calling  for  complementary  roles  for  public  and 
private  insurance  plans,  reflects  the  firm  belief  of  the  Committee  that  there 
will  be  a  continuing  need  for  both  approaches  and  that  by  making  use  of 
the  efforts  and  special  advantages  available  through  each  of  these,  a  more 
effective  and  viable  solution  to  the  over-all  problem  is  attainable.  This  is  in 
opposition  to  the  view  that  the  structuring  of  a  dual  approach  is  a  matter  of 
minor  significance,  tacitly  assuming  transition  to  an  exclusive  public  pro- 
gram providing  for  total  health  care  of  the  aged.  The  projection  of  long- 
term  complementary  roles  for  public  and  private  insurance,  implementing 
the  principle,  is  also  in  contrast  to  the  approach  of  pitting  the  public  and 
private  insurance  plans  in  a  contest  for  survival  in  which  one  or  the  other 
becomes  the  victim  of  adverse  selection  of  risks. 

Application  of  the  principle  would  involve  achieving  compatibility  of 
the  benefit  structure  under  the  public  plan  with  the  additional  protection  by 
private  health  insurance,  so  that  duplication  would  be  avoided  and  pyramid- 
ing of  coverages  would  not  occur  to  produce  a  bonus  to  the  user  of  services 
resulting  from  an  excess  of  benefit  payments  over  the  costs  he  incurred. 
Also  the  principle  implies  that  the  public  insurance  plan  would  be  designed 
so  that  additional  protection  under  private  insurance  would  be  logical  and 
attractive  and  could  be  cleanly  fitted  to  comprise  balanced  protection  with- 
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out  gaps  and  inconsistencies  and  avoiding  incentives  for  faulty  use  of 
health  services. 

The  result  that  is  achieved  in  meeting  the  total  problem  by  this  com- 
plementary dual  approach  clearly  will  be  contingent  upon  the  effectiveness 
of  both  the  public  and  private  actions.  Thus,  designing  the  public  plan  for 
the  aged  so  as  to  facilitate  additional  coverage  of  health  risks  under  private 
insurance  is  seen  to  contribute  to  the  national  objective.  In  this  perspective, 
it  becomes  apparent  that  simplicity  in  the  design  of  the  benefit  structure  of  the 
public  insurance  plan  is  desirable.  An  assortment  of  benefit  alternatives  and 
options  involving  co-insurance  features,  duration  of  services  covered,  and 
variable  deductibles  would  produce  variations  if  not  uncertainties  and  un- 
evenness  in  the  effectiveness  of  the  program.  The  resultant  complexities 
would  tend  not  only  to  create  confusion  among  the  aged  with  respect  to  the 
public  plan,  but  would  affect  understanding  and  acceptance  on  their  part  of 
the  need  for  coverage  under  private  health  insurance  for  additional  pro- 
tection. Moreover,  complexities  in  the  public  plan  would  complicate  the 
integration  with  private  insurance  and  create  administrative  difficulties  add- 
ing to  cost. 

The  matter  of  whether  or  not  a  deductible  provision  should  be  included 
in  the  public  plan  has  a  particular  bearing  on  the  development  of  additional 
protection  under  private  insurance.  There  are  practical  limits  to  the  amount 
of  deductibles  which  can  be  included  in  health  insurance  for  aged  persons 
without  serious  loss  in  the  effectiveness  and  attractiveness  of  the  protection 
available.  To  the  extent  that  deductible  amounts  are  incorporated  in  the 
public  plan,  the  latitude  available  for  inclusion  of  deductible  features  in 
complementary  private  health  insurance  is  correspondingly  reduced.  View- 
ing the  composite  picture  of  health  services  required  by  aged  persons  and, 
in  that  context,  the  combined  effects  achieved  by  public  and  private  insur- 
ance, rather  than  looking  at  the  various  components  separately,  gives  rise  to 
the  question  of  where  the  latitude  for  requiring  out-of-pocket  payment  by 
the  patient  can  be  utilized  most  appropriately  and  effectively.  The  question 
is  especially  pertinent  where  the  use  of  services  under  the  public  plan  is 
necessarily  accompanied  by  use  of  other  services  that  either  are  covered 
under  complementary  private  insurance  or  remain  to  be  borne  by  the  patient 
at  the  time  of  illness.  Although  the  effect  of  deductibles  on  the  utilization  of 
services  is  a  controversial  and  unsettled  point,  there  is  no  dispute  about  the 
reduction  in  the  number  of  claims  when  deductibles  apply  to  services  the 
cost  of  which  is  less  than  the  deductible  amount.  Many  health  services  are 
of  this  nature  and  in  designing  protection  to  cover  them,  the  availability  of 
maximum  latitude  to  private  insurance  for  inclusion  of  deductible  provisions 
can  facilitate  the  development  and  provision  of  insurance  at  lower  rates 
and  on  a  more  attractive  basis  than  otherwise.  The  deductible  should  be 
reserved  for  this  use. 

It  is  important  in  the  planning  of  complementary  public  and  private 
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insurance  that  each  plan  should  take  the  other  into  account.  The  patterns 
of  use  of  the  various  types  of  health  services  are  interrelated.  Considerations 
of  continuity  throughout  various  phases  and  levels  of  care,  requisite  to  its 
effectiveness,  must  be  recognized  in  the  designing  of  protection.  The  com- 
plexity of  the  determinants  of  utilization  and  of  avoiding  improper  use  of 
services,  and  many  other  pertinent  factors,  all  make  the  conclusion  inescap- 
able that  the  success  of  efforts  to  deal  with  one  segment  of  health  care  de- 
pends to  a  significant  degree  upon  the  success  of  other  efforts  in  dealing 
with  the  other  segments.  This  is  seen  to  be  the  ultimate  reality  of  the  matter 
however  segmentation  is  made,  whether  along  the  lines  of  types  of  services, 
of  the  nature  or  cause  of  illness,  of  levels  of  costs,  or  in  other  ways. 

For  example,  the  success  as  well  as  the  cost  of  insurance  for  in-patient 
hospital  services  are  influenced  to  an  important  extent  by  the  effectiveness  of 
other  insurance  in  covering  other  services  such  as  preventive  measures, 
diagnostic  services,  ambulant  patient  services  in  clinics  and  physicians' 
offices,  nursing  home  care,  home  care  and  rehabilitation  services. 

Thus,  the  inherent  characteristics  of  health  care  make  the  principle  of 
having  public  and  private  insurance  plans  complementary  and  mutually 
reinforcing  a  matter  of  fundamental  importance  to  national  policy  on  health 
care  of  the  aged. 

5.  The  benefit  structure  of  the  public  insurance  plan  should  be  focused 
upon  health  services,  the  cost  of  which  tends  to  have  the  greatest  and 
sharpest  impact,  rather  than  upon  services  involving  routine  costs  or 
costs  which  tend  to  fall  in  a  less  concentrated  fashion. 

DISCUSSION 

The  rationale  underlying  this  principle  is  that  the  public  insurance 
plan  and  the  contributions  financing  it  will  be  most  effective  in  preventing 
dependency  of  aged  persons  if  the  benefits  bear  on  the  contingencies  which 
are  most  likely  to  cause  aged  persons  to  lose  their  independence  and  to  be- 
come dependent  upon  other  persons,  charity  or  welfare  measures. 

Although  this  principle  might  conceivably  be  implemented  in  other 
ways,  the  Committee  believes  that  the  best  course  is  to  devote  the  resources 
of  the  public  insurance  plan  essentially  to  meeting  the  cost  of  in-patient 
hospital  service  and  skilled  nursing  home  care.  Hospital  and  nursing  home 
care,  more  than  other  health  services,  frequently  imposes  a  great  financial 
burden  on  aged  persons.  Doctor  bills,  diagnostic  services,  and  drug  costs, 
for  example,  are  more  likely  than  hospital  bills  to  be  spread  over  time.  The 
proposed  concentration  on  institutional  services  would  mean  that  the  public 
insurance  protection  comes  to  bear  in  connection  with  episodes  of  hospital- 
ized illness  and  of  long  term  care,  which,  in  fact,  characteristically  present 
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the  problem  of  major  and  catastrophic  health  costs.  Moreover,  it  is  with 
respect  to  hospital  care  that  the  greatest  difference  exists  between  the  cost 
of  health  services  for  the  aged  as  compared  with  person  under  65  years  old. 

In  defining  the  institutional  services  to  be  covered  by  the  public  in- 
surance plan,  there  are  numerous  substantive  aspects  to  be  dealt  with.  In 
doing  so,  it  is  important  that  recognition  be  given  not  only  to  the  special 
characteristics  of  the  need  for  in-patient  care  among  aged  persons,  but  also 
to  ways  of  dealing  with  this  need  which  will  minimize  costs  and  make  more 
efficient  use  of  limited  health  resources,  consistent  with  medical  judgments 
as  to  the  services  and  level  of  care  required.  The  appropriate  objective  here 
is  that  the  benefit  structure  of  the  plan  should  permit  and  encourage  a 
rational  pattern  of  use  of  in-patient  care. 

The  need  for  inpatient  care  most  often  will  require  admission  to  gen- 
eral or  special  short-term  hospitals.  Admission  to  these  institutions  should 
be  covered  under  the  plan  for  any  type  of  condition  which  the  particular 
institution  accepts  for  treatment,  with  benefits  covering  the  hospital  services 
rendered.  In  recognition  of  the  special  characteristics  of  the  health  problems 
of  aged  persons,  the  maximum  length  of  stay  covered  under  the  public  plan 
for  the  aged  should  be  at  least  as  great  as,  if  not  greater  than,  benefit  levels 
commonly  prevailing  under  health  insurance  among  younger  persons  in  the 
population.  Although  the  duration  of  hospital  benefits  varies  widely  under 
private  group  health  insurance  plans,  several  studies  indicate  that  the  aver- 
age maximum  duration  is  within  the  range  of  70  to  90  days.  In  1961-62, 
the  Bureau  of  Labor  Statistics  found  that  the  number  of  hospital  days 
covered  at  full  rate  was  70  days  or  over  in  more  than  half  of  91  selected 
collectively  bargained  plans  studied;  and  in  1962,  the  most  common  hospital 
benefit  provided  by  Blue  Cross  Plans  was  70  full  benefit  days,  according  to 
a  survey  by  the  Department  of  Health,  Education,  and  Welfare. 

Limitations  in  the  benefit  structure  on  the  duration  of  services  to  be 
covered,  however,  cannot  be  looked  to  as  a  device  for  achieving  proper 
utilization  of  institutional  care.  Provision  should  be  made  for  review  of 
utilization  by  medical  staff  committees  of  the  institutions  as  are  recom- 
mended by  national  medical  and  hospital  organizations.  Experience  indicates 
that  a  medical  review  committee  in  each  institution  can  be  an  effective 
influence  in  dealing  with  problems  of  faulty  use  of  service. 

The  need  of  aged  persons  for  admission  to  hospitals  and,  more  fre- 
quently, the  length  of  stay  in  the  hospitals,  can  be  reduced  in  many  instances 
by  appropriate  use  of  skilled  nursing  home  facilities  to  provide  in-patient 
care.  From  this,  substantial  advantages  are  gained  in  terms  of  lower  costs 
and  reductions  in  capital  and  personnel  requirements.  The  advantages 
obtained  affect  not  only  the  program  for  aged  persons  but  the  entire  health 
care  system  of  the  nation.  Moreover,  in  many  instances,  appropriate  use  of 
skilled  nursing  facilities  instead  of  the  general  hospital  can  provide  care 
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better  to  the  needs  of  individual  patients,  particularly  greater  emphasis  upon 
rehabilitation.  Achievement  of  the  objective  of  having  the  right  patient  in 
the  right  level  of  care  at  the  right  time  calls  for  close  and  effective  working 
relationships  between  hospitals  and  skilled  nursing  homes,  to  accomplish 
appropriate  and  timely  interchange  of  patients  and  to  assure  proper  follow- 
up  in  the  nursing  institution  of  regimens  for  patients  who  otherwise  would 
be  retained  in  the  hospital.  Collaborative  arrangements  between  hospitals 
and  skilled  nursing  homes  need  encouragement  and  the  plan  should  provide 
for  this. 

Accordingly,  the  plan  should  call  for  the  progressive  development  of 
affiliations  of  skilled  nursing  homes  with  general  hospitals  at  the  local  com- 
munity level.  These  affiliations  will  provide  continuous  medical  staff  super- 
vision, access  to  management  skills  in  general  hospitals  and  long-term  im- 
provements in  quality  of  care.  Moreover,  these  will  contribute  to  the  devel- 
opment of  effective  utilization  review  plans  and  to  ensuring  that  skilled 
nursing  facilities  are  differentiated  in  character  and  in  use  from  custodial 
homes.  The  benefit  structure  of  the  plan  should  cover  in-patient  care  in 
skilled  nursing  homes  for  patients  who  are  transferred  from  a  hospital, 
with  exceptions  made  to  this  only  where  it  is  found,  upon  review  and  deter- 
mination in  advance  by  qualified  hospital  medical  staff  members,  that  ad- 
mission to  the  hospital  can  be  avoided  by  direct  admission  to  the  skilled 
nursing  home. 

The  benefit  structure  of  the  plan  should  incorporate  a  further  element 
of  institutional  services  which  in  some  instances  would  serve  as  an  alterna- 
tive way  of  meeting  economically  and  effectively  the  needs  of  aged  persons 
for  in-patient  hospital  and  nursing  home  care,  and,  more  frequently,  would 
serve  to  reduce  the  duration  of  their  stay  in  such  institutions.  Specifically, 
it  should  cover  skilled  nursing  services  under  the  supervision  of  a  hospital 
and  related  hospital  services  extended  from  the  institution,  which  are 
rendered  to  the  patient  in  his  home  or  other  place  of  residence.  Likewise, 
hospital  services,  such  as  physical  therapy  and  social  service,  should  be 
covered  when  extended  from  the  hospital  to  the  patient  in  a  skilled  nursing 
home  which  is  without  such  services.  Although  at  the  outset  of  the  plan, 
these  home  health  care  services  would  not  be  widely  available  for  use  in 
lieu  of  in-patient  hospital  or  skilled  nursing  home  care,  it  can  be  expected 
that  provision  for  these  under  the  plan  will  stimulate  their  development. 
Alignment  of  these  services  with  community  hospitals,  we  believe,  will 
accelerate  and  widen  their  availability  beyond  that  otherwise  likely  to 
occur;  and,  at  the  same  time,  it  will  avoid  duplication  in  staffing  and  mini- 
mize the  need  for  personnel  in  short  supply,  such  as  nurses,  physical  thera- 
pists and  medical  social  workers. 

It  is  significant  to  point  out  that  all  of  the  elements  of  institutional  serv- 
ices for  which  coverage  is  proposed  under  the  benefit  structure  of  the  public 
insurance  plan  for  the  aged  in-patient  hospital  services,  skilled  nursing  home 
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care  as  well  as  nursing  and  hospital  services  extended  to  the  patient's  home 
—  would  be  provided  upon  the  direction  of  the  patient's  physician  and,  as 
a  condition  for  coverage  under  the  plan,  would  require  his  order  to  initiate 
their  provision.  Consequently,  all  services  for  which  coverage  is  proposed 
would  be  supportive  of  the  physician's  care  of  the  patient  and  would  be 
under  his  medical  control. 

In  the  context  of  the  dual  public-private  program  for  health  care  of  the 
aged,  assigning  to  the  public  plan  the  role  of  providing  basic  protection 
against  the  cost  of  institutional  services  means  that  the  provision  of  basic 
protection  for  physician  care  and  other  major  components  of  total  health 
services  is  assigned  to  the  private  sector  and  is  to  be  dealt  with  through 
private  health  insurance  or  by  the  individual  directly.  Since  these  services, 
at  least  physicians'  services,  would  necessarily  be  required  in  conjunction 
with  the  services  covered  under  the  public  plan,  and  since  the  individual 
would  remain  responsible  for  financing  them,  there  would  exist  in  all  in- 
stances an  important  element  of  responsibility  on  the  part  of  the  individual 
to  provide  for  his  needs.  Consequently,  deductible  or  co-insurance  features 
in  the  public  plan  would  not  be  required  to  assure  that  the  individual  remains 
responsible  for  paying  a  part  of  the  cost  of  the  health  care  he  obtains.  This 
has  the  further  desirable  effect  of  making  the  benefit  structure  under  the 
public  plan  relatively  simple,  thereby  facilitating  the  development  of  com- 
plementary protection  for  physician  care,  diagnostic  and  other  services 
through  private  insurance. 

A  further  aspect  of  this  approach  is  that  the  proposed  benefit  structure 
would  entail  dealing  with  far  fewer  providers  of  services  under  the  public 
insurance  plan  than  would  be  the  case  with  most  other  formulations  of  ben- 
efit structure.  The  magnitude  of  administrative  functions  in  obtaining  in- 
formation, making  benefit  payments,  and  in  the  general  operation  of  the 
public  plan,  would  be  much  reduced  from  that  which  would  be  entailed  if 
the  plan  covered  such  services  as  physician  care  or  drugs,  or  if  the  bene- 
fits were  of  a  nature  requiring  for  their  administration  direct  contact  with 
and  submissions  from  all  individual  beneficiaries. 

It  is  significant,  also,  that  a  public  plan  focusing  on  institutional  serv- 
ices would  avoid  the  difficulties  that  might  be  anticipated  from  government 
dealing  on  an  extensive  basis  with  professional  fees.  Moreover,  focusing  on 
institutional  services  serves  to  place  the  plan  at  a  desirable  distance  from 
the  patient-physician  relationship  and  from  the  dangers  of  and  resistance 
to  intrusions  into  areas  of  delicate  personal  affairs.  It  is  not  only  appropriate 
but  advantageous  that  in  the  allocations  of  functions  between  the  public 
and  private  sectors,  the  function  of  providing  protection  against  the  cost 
of  physicians'  services  should  be  handled  by  private  health  insurance  on  a 
voluntary  basis  rather  than  under  the  public  insurance  plan. 

A  further  consideration  supporting  the  application  of  the  principle  in 
the  manner  proposed  is  that  the  public  insurance  plan,  in  dealing  with  the 
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cost  of  institutional  services,  would  be  functioning  in  an  area  where  there 
are  well  established  precedents  and  practices  and  where  the  administrative 
functions  lend  themselves  to  techniques  of  standardization  and  centrali- 
zation within  an  area.  As  has  been  widely  demonstrated,  application  of  such 
techniques  under  hospital  insurance  operations  leaves  wide  latitude  for  local 
variations  in  the  substantive  content  and  provision  of  institutional  services 
and  latitude  for  progressive  modifications  in  institutional  services  programs. 
These  conditions  do  not  generally  apply  in  the  area  of  non-institutional 
services.  Coverage  under  insurance  of  medical  and  dental  professional  serv- 
ices in  broad  scope,  of  preventive  services,  drugs  and  other  services  outside 
institutions,  is  in  many  respects  in  a  developmental  phase.  Insurance  for 
these  services  is  characterized  by  a  need  for  experimentation,  for  emergence 
of  new  patterns,  and  for  the  accumulation  of  experience.  Moreover,  the 
area  of  non-institutional  services  contains  a  substantial  component  of 
services  which  are  involved  in  routine  health  care,  or  are  incidental  in  char- 
acter or  amount,  thereby  making  this  area  appropriately  subject  to  tech- 
niques of  private  health  insurance  such  as  major  medical  coverage.  For 
these  reasons,  the  assignment  to  the  private  rather  than  the  public  plan  the 
function  of  developing  and  dealing  with  protection  against  costs  for  non- 
institutional  services  is  deemed  to  be  especially  appropriate. 

In  summary,  it  is  believed  that  a  benefit  structure  under  the  public 
insurance  plan  for  the  aged  along  the  lines  proposed  will  capitalize  on  the 
particular  capacities  and  strengths  of  both  the  public  and  private  sectors 
of  the  nation  and  will  contribute  to  the  accomplishment  and  stability  of  the 
long-range  dual  public-private  program. 

The  proposed  apportionment  of  responsibilities  between  the  public  and 
private  sectors  would  leave  the  largest  segment  of  health  care,  in  terms  of 
proportions  of  aggregate  expenditures  for  health  care  of  the  aged,  the  con- 
tinuing responsibility  of  the  individual  and  open  to  coverage  under  private 
health  insurance  on  a  voluntary  basis.  At  the  same  time,  the  proposed  divi- 
sion would  substantially  accomplish  the  philosophical  objective  set  forth 
in  principle  number  three,  that  of  offsetting  the  differential  in  the  burden 
borne  by  the  aged  as  a  group,  in  comparison  with  the  rest  of  the  population, 
in  meeting  health  care  costs. 

6.  The  public  insurance  plan  for  the  aged  should  fit  into  the  current 
system  of  health  facilities  and  medical  care  in  the  nation,  with  maxi- 
mum free  choice  among  providers  of  services,  and  it  should  contribute 
to  the  improvement  and  expansion  of  needed  health  resources  in  the 
communities  of  the  nation. 

DISCUSSION 

The  basic  concept  underlying  this  principle  is  that  the  system  of  facil- 
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ities  and  personnel  serving  the  general  population,  specifically  the  cur- 
rently existing  system  of  medical  care  in  America,  should  also  serve  the 
aged  population.  This  concept  has  several  attributes  and  implications  which 
are  of  fundamental  significance. 

A  central  implication  is  that  the  operation  of  the  public  plan  should 
involve  purchase  of,  rather  than  provision  of,  the  health  services  which  are 
covered.  This  means  that  instead  of  setting  up  a  system  to  produce  the  serv- 
ices that  are  covered  by  benefit  provision,  the  insurance  plan  should  buy 
these  services,  utilizing  the  basic  system  of  medical  care  in  the  nation  and 
leaving  the  selection  of  where  care  is  to  be  obtained  to  the  free  choice  of  the 
individual  seeking  the  care.  This  approach  of  purchasing  services,  is  in  sharp 
contrast  to  that  which  has  been  followed  in  many  other  instances  in  estab- 
lishing governmental  health  programs,  for  example,  by  the  federal  govern- 
ment in  providing  health  care  to  veterans,  by  state  governments  in  providing 
for  care  of  persons  with  mental  illness  and  tuberculosis,  and  not  infrequently 
by  local  government  in  providing  medical  care  for  indigent  persons.  Similarly 
the  approach  called  for  by  this  principle  is  in  contrast  to  the  creation  of  a 
national  health  service  for  aged  persons,  having  responsibility  and  authority 
for  providing  services  by  means  of  operating  health  facilities  and  employing 
personnel  to  render  the  care  directly  to  beneficiaries. 

The  approach  called  for  by  the  principle  would  keep  the  provision  of 
health  services  for  the  aged  in  the  main  stream  of  the  medical  care  of  the 
total  population.  It  would  not  split  off  health  facilities  and  personnel  to 
serve  aged  persons  from  those  serving  the  total  community.  Nor  would  it 
set  up  separate  patterns  for  obtaining  or  for  delivering  health  care;  rather, 
it  would  avoid  duplicating  facilities  and  services  at  the  community  level. 
The  insurance  plan,  embodying  this  approach,  would,  in  fact,  strengthen 
the  basic  community  structure  of  health  care  resources  by  purchasing  and 
providing  adequate  payment  for  services  obtained  through  this  basic 
structure. 

A  further  significant  advantage  of  this  approach  lies  in  the  fact  that 
for  the  aged  population  it  offers  the  widest  possible  availability  of  the  serv- 
ices covered  by  the  program.  For  the  nation  as  a  whole,  it  minimizes,  through 
common  use  of  health  care  resources  by  aged  and  non-aged  persons,  re- 
quirements for  expensive  resources  which  are  in  short  supply. 

In  essence,  the  principle  reflects  the  fundamental  belief  of  the  Com- 
mittee that  the  American  health  service  establishment  should  be  preserved, 
strengthened  and  used  for  the  aged  along  with  persons  under  age  65,  that 
the  institutional  services  for  aged  covered  by  the  public  insurance  plan  will 
best  be  provided  and  will  improve  most  rapidly  in  an  open  system,  char- 
acterized by  local  autonomy  of  operation  and  control  of  health  care  institu- 
tions and  by  free  choice  of  the  individual  in  obtaining  care.  Accordingly, 
legislation  for  the  public  plan  should  prohibit  interference  in  the  operation 
of  private  agencies  providing  services  to  beneficiaries  under  the  plan. 
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In  the  long  run,  the  best  hope  for  the  future  of  health  care  of  the  aged 
population  in  our  nation  lies  in  maintaining  and  strengthening  the  delivery 
of  services  to  the  aged  within  the  main  stream  of  medical  care  for  the  total 
population,  and  by  developing  adequate  insurance  coverage  among  aged 
persons,  assuring  that  they  are  not  disadvantaged  in  sharing  with  others  in 
the  advances  being  made  throughout  the  nation  in  the  quality  and  avail- 
ability of  health  care. 

The  establishment  of  a  public  insurance  plan  for  hospital  and  nursing 
home  care  of  the  aged,  paralleled  by  expanding  private  health  insurance  cov- 
ering other  services,  can  be  expected  to  increase  the  utilization  of  health 
services.  The  aged  will  obtain  needed  health  care  which  otherwise  would  not 
have  been  sought  or  provided.  While  this  will  bring  a  more  equitable  distrib- 
ution of  health  services  in  relation  to  the  health  needs  among  the  age  groups 
in  the  population,  it  will  also  bring  a  need  for  more  health  facilities  and  per- 
sonnel. 

The  need  for  expansion  and  upgrading  of  health  care  resources,  both 
personnel  and  facilities,  is  a  concern  affecting  the  health  care  of  the  total 
population,  not  alone  the  care  of  the  aged.  With  population  increasing,  and 
the  demand  for  health  services  rising  even  more  rapidly,  and  with  the  grow- 
ing complexity  of  modern  medical  care  requiring  a  broadening  array 
of  skills  and  facilities,  the  pressure  on  the  capacity  of  existing  health 
care  resources  to  deliver  needed  services  is  outstripping  the  additions  being 
made  to  that  capacity.  Moreover,  shifts  in  the  allocation  of  health  resources 
and  direction  of  their  expansion  are  required  to  meet  changing  patterns  of 
community  needs,  such  as  the  growing  needs  for  long-term  care  and  rehabil- 
itation services. 

However,  the  Committee  does  not  believe  that  the  public  insurance 
plan  is  the  appropriate  mechanism  for  action  to  increase  the  national  supply 
of  physicians,  nurses,  and  other  health  workers  and  to  meet  the  shortages 
of  facilities.  Although  bearing  importantly  on  improvements  in  the  health 
care  of  the  aged,  such  action  to  be  most  effective  must  be  specially  designed 
and  addressed  to  the  particular  problems  in  expanding  health  manpower 
and  facilities. 

Nevertheless,  the  public  insurance  plan  can  make  an  important  con- 
tribution by  improving  the  ability  of  the  aged  to  pay  for  health  care.  Health 
facilities  and  resources  do  not  come  into  being  or  remain  available  unless 
there  is  the  necessary  financing  to  pay  for  services  and  cover  the  cost  of 
operation.  Just  as  lack  of  such  support  depresses  the  scope  and  standards 
of  services  which  an  institution  is  able  to  provide  and  impedes  its  ability  to 
keep  pace  with  the  expanding  potentials  of  modern  medical  care,  adequate 
financing  for  services  has  the  effect  of  stimulating  expansion  and  improve- 
ment of  services.  Similarly,  in  areas  where  the  prospect  of  insufficient  fin- 
ancial support  for  operation  is  retarding  expansion  of  needed  facilities, 
adequate  payment  for  the  services  covered  by  the  program  will  accelerate 
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the  establishment  of  additional  facilities,  thus  leading  to  improvement  in 
the  distribution  and  availability  of  health  care  facilities  in  the  nation. 

This  factor  is  of  such  import  that,  as  a  matter  of  principle,  the  public 
insurance  plan  should  provide  for  payment  of  the  full  cost  of  rendering  the 
services  covered  by  its  benefit  structure.  Depreciation  of  the  physical  plant 
and  equipment  of  health  care  institutions  should  be  included  as  a  proper 
element  of  these  costs  and  recognition  should  be  given  to  a  continuing  need 
for  modernization. 


7.  A  fundamental  long-range  objective  of  the  public  insurance  plan  for 
the  aged  should  be  progressive  improvement  in  the  quality  of  the  serv- 
ices financed  through  the  plan. 


DISCUSSION 

In  the  legislation  establishing  the  plan,  provisions  for  standards  for  in- 
stitutional services  are  deemed  to  be  essential.  Grounds  for  this  lie  in  safe- 
guarding the  public  interest  in  the  use  under  the  plan  both  of  funds  and 
facilities.  Moreover,  the  need  for  program  standards  is  compelling  as  a 
matter  of  mercy  and  concern  for  the  aged  persons  who  will  require  health 
care  covered  by  the  plan.  Also  it  is  important  as  a  means  of  giving  effective 
encouragement  and  support  to  the  continuous  efforts  of  voluntary  profes- 
sional organizations  and  official  agencies  to  maintain  and  raise  standards  for 
health  care,  efforts  which  are  of  great  value  to  all  groups  in  the  population 
of  the  nation. 

Accordingly,  legislation  establishing  the  plan  should  set  forth  high 
goals  for  the  quality  of  the  care  that  is  to  be  purchased  under  the  plan.  The 
goal  for  quality  of  institutional  services  should  be  in  line  with  standards 
developed  by  voluntary  accrediting  agencies.  The  goal  should  provide  for 
these  standards  to  be  extended  as  may  be  required  to  assure  that  all  the 
services  for  which  the  plan  makes  payment  are  under  proper  professional 
medical  and  nursing  supervision.  Legislative  provisions  establishing  such 
goals  should  be  accompanied  by  further  provisions  setting  out  the  general 
manner  by  which  they  are  to  be  accomplished.  Specifically,  provision  should 
be  made  for  the  goals  to  be  reached  by  a  series  of  steps.  These  should  be  de- 
signed to  allow  reasonable  and  necessary  time  for  institutions  to  meet  high 
standards  where  they  cannot  be  attained  immediately.  Also,  criteria  should 
be  prescribed  for  the  methods  to  be  employed  in  the  application  of  program 
standards,  requiring  that  methods  utilized  serve  purposes  beyond  adminis- 
trative determinations.  Particularly,  they  should  be  designed  to  foster  efforts 
by  institutions  to  achieve  progressive  improvement  and  to  encourage  co- 
operative measures  on  local,  regional  or  state  levels  which  may  help  in 
making  higher  standards  attainable. 
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It  seems  essential,  however,  that  substantial  latitude  be  provided  for 
administrative  implementation  of  legislative  provisions  dealing  with  stand- 
ards. Close  contact  and  rapport  with  the  health  field,  as  well  as  careful, 
competent  judgment  will  be  essential  on  a  continuing  basis  for  effective  im- 
plementation. For  this  reason,  the  legislation  should  provide  that  exercise  of 
administrative  discretion  require  prior  advice  of  the  National  Advisory 
Council  on  Health  Insurance  for  the  Aged,  (see  Section  III  C  for  discussion 
of  the  Council),  particularly  upon  matters  such  as  the  definition  and  phasing 
of  the  steps  by  which  goals  are  translated  into  standards  to  be  required 
under  the  plan  and  upon  the  methods  of  applying  program  standards  and 
determining  that  they  are  met. 

The  propasal  for  legislative  provisions  relating  to  standards  is  based 
upon  several  underlying  considerations,  specifically,  the  established  ap- 
proaches to  standard  setting  in  the  health  field,  some  special  considerations 
pertaining  to  standards  for  skilled  nursing  facilities,  and  the  problem  which 
exists  in  accommodating  to  unevenness  throughout  the  nation  in  the  level 
of  standards  prevailing  at  the  time  the  plan  is  started.  These  considerations 
merit  elaboration. 

At  the  outset,  recognition  must  be  given  to  the  fact  that  hospital  and 
nursing  home  licensure  provisions,  valuable  as  they  are,  tend  to  concentrate 
on  factors  relating  to  the  adequacy  and  safety  of  physical  facilities  and 
would  not  suffice  to  meet  the  concern  for  patient  care  services  under  the 
public  insurance  plan.  Moreover,  it  must  be  recognized  that  in  the  field 
of  institutional  health  care,  voluntary  professional  accrediting  agencies  have 
been  primarily  responsible  for  the  development  of  standards. 

There  is  good  reason  to  believe  that  voluntary  agencies  can  be  expected 
in  the  future,  as  they  have  in  the  past,  to  perform  most  effectively  the  func- 
tion of  standard  setting.  An  important  long-range  consideration  in  this  con- 
nection is  the  need  for  continuing  review  and  modification  of  standards  to 
keep  pace  with  changing  requirements  as  medical  science  and  technology 
advance.  The  advantages  of  a  greater  degree  of  independence  and  flexibility 
obtained  in  voluntary  channels,  as  well  as  the  desirability  of  avoiding  undue 
concentration  of  authority  and  attendant  potential  rigidities,  are  considera- 
tions pointing  conclusively  to  the  use  of  standards  developed  by  voluntary 
professional  agencies  as  a  basis  for  quality  standards  applied  under  the 
public  insurance  plan  for  the  aged. 

Making  clear  in  legislation  the  intent  that  standards  formulated  by 
voluntary  professional  accrediting  agencies  be  utilized  would  serve  to 
provide  for  evolutionary  development  of  program  standards  and  would  also 
help  to  keep  services  rendered  under  the  plan  within  the  framework  of  the 
prevailing  system  of  personal  health  services  in  the  nation,  facilitating  the 
integration  of  care  for  the  aged  with  that  made  available  to  other  population 
groups. 
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In  proceeding  from  this  general  approach  to  a  more  specific  level,  it 
should  be  recognized  that  with  respect  to  hosiptal  care,  standard  setting  by 
a  voluntary  professional  agency,  the  Joint  Commission  on  Hospital  Accred- 
itation, is  well  established,  generally  accepted,  and  notably  successful.  With 
respect  to  nursing  home  care,  however,  no  comparable  pattern  of  standard 
setting  has  as  yet  been  developed  and  widely  applied.  But  this  may  be  ex- 
pected to  emerge  within  the  foreseeable  future.In  anticipation  of  such  de- 
velopment, the  approach  to  standards  in  legislation  establishing  the  plan 
should  be  in  the  same  pattern  for  care  in  nursing  facilities  as  for  hospital 
care  but  with  provision  of  necessary  administrative  discretion  for  selecting 
the  point  of  reference  for  program  standards. 

It  is  deemed  highly  important  that  the  legislative  basis  for  standards 
for  nursing  home  care  under  the  plan  should  clearly  establish  the  intent  to 
exclude  custodial  care  where  skilled  nursing  care  is  not  required  by,  and 
provided  to,  the  patient.  In  the  absence  of  a  clear  position  on  this  point,  it 
can  be  anticipated  that  program  resources  intended  for  health  care  would 
be  diverted  to  other  purposes.  Furthermore,  emphasis  would  be  lost  that 
is  required  for  the  development  of  adequate  facilities  and  institutional  serv- 
ices for  long-term  illness,  and  rehabilitation,  which  not  only  are  the  weakest 
links  in  our  existing  system  of  health  care  but  are  of  critical  pertinence  to 
the  health  needs  of  our  aged  population. 

This  important  consideration,  along  with  the  objective  under  the  plan 
of  meeting  needs  of  the  aged  for  in-patient  care  to  the  extent  medically 
appropriate  through  provision  for  skilled  nursing  home  services,  provides 
strong  grounds  for  including  the  attainment  of  effective  functional  relation- 
ship between  skilled  nursing  homes  and  hospitals  as  an  element  of  the  goals 
set  forth  in  the  basic  legislation  for  the  plan.  Progressive  development  of 
affiliations  to  achieve  this  goal  is  deemed  to  be  important  not  only  in  facil- 
itating timely  transfer  of  patients  but  is  seen  to  have  significant  bearing  upon 
the  improvement  of  the  quality  of  care  for  aged  patients  under  the  plan. 
By  bringing  the  skilled  nursing  facility  increasingly  under  the  influence  of 
the  hospital,  it  can  be  expected  that  the  capabilities  of  skilled  nursing  facil- 
ities in  providing  post-hospital  care  would  be  enhanced  and  that  continuity 
of  care  would  be  promoted.  Thus  the  care  of  patients  would  be  improved 
and  the  extent  to  which  skilled  nursing  home  facilities  are  utilized  in  lieu 
of  more  expensive  hospital  care  would  be  increased. 

The  aspect  which  far  more  than  any  other  is  seen  to  present  difficulty 
in  formulating  a  constructive  yet  feasible  approach  to  standards  under  the 
plan  is  that  of  accommodating  to  the  present  uneven  level  of  institutional 
care.  In  terms  of  both  qualitative  and  quantitative  factors,  such  unevenness 
exists  within,  as  well  as  among  the  various  areas  of  the  nation.  There  is  re- 
latively little  difficulty  in  reaching  the  conclusion,  as  an  abstract  proposition, 
that  there  should  be  quality  standards  in  a  public  program  for  health  care; 
moreover,  the  device  of  utilizing  standards  is  widely  espoused  and  generally 
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accepted  as  an  appropriate  and  effective  means  of  stimulating  and  ensuring 
progress  in  health  care.  Similarly,  there  would  likely  be  relatively  few  re- 
servations about  the  desirability  of  achieving  optimal  functional  relation- 
ships between  the  hospital  and  the  nursing  home.  Nevertheless,  a  seeming 
dilemma  arises  in  reconciling  the  clear  desirability  of  standards  with  the 
reality  that  the  immediate  effect  of  stipulating  such  standards  when  the 
plan  is  established  would  exclude  a  segment  of  existing  health  care  re- 
sources. This  problem  is  most  serious  when  no  alternative  source  of  care 
to  that  which  would  be  sub-standard  and  excluded  is  presently  available 
in  a  local  area.  Reducing  the  level  of  standards  to  be  achieved  under  the 
plan  to  avoid  this  effect  is  no  answer  to  the  dilemma.  It  would  mean  stipu- 
lating standards  which  are  at  or  below  the  lowest  existing  level  of  quality, 
thereby  sacrificing  the  objective  of  raising  the  quality  of  care  and,  in  fact, 
would  be  tantamount  to  having  no  program  standards  at  all. 

It  is  in  recognition  of  this  inherent  problem  that  the  principle  calls 
for  adoption  of  high  standards  as  goals,  with  the  provision  that  their  achieve- 
ment should  be  accomplished  through  progressive  steps  over  sufficient  time 
to  allow  qualitative  and  quantitative  improvement  in  institutional  care, 
thereby  minimizing  the  problem  of  exclusion  of  resources.  The  proposed 
approach  injects  the  factor  of  time  as  the  means  for  resolving  the  dilemma. 

In  addition  to  bridging  the  unevenness  in  standards  prevailing  at  the 
present  time  in  various  areas,  this  approach  could  immediately  influence 
the  development  of  new  facilities  and  programs  for  which  a  "moratorium" 
in  achieving  desirable  standards  would  not  be  deemed  appropriate.  This 
effect  would  be  most  significant  in  connection  with  skilled  nursing  facility 
services.  Only  a  fraction  of  the  facilities  and  services  required  to  meet  needs 
for  long-term  illness  are  now  in  existence;  a  large  portion  of  the  need  for 
such  care  in  the  period  ahead  must  be  met  through  development  of  new 
facilities  and  programs.  The  proposed  approach  would  have  the  effect  of 
discouraging  proliferation  of  sub-standard  nursing  facilities  and  services  and 
would  tend  to  point  the  planning  and  development  of  new  facilities  and  their 
institutional  program  to  the  provision  of  services  of  acceptable  quality. 

For  the  implementation  of  the  proposed  approach  to  standards  under 
the  plan,  it  is  appropriate,  indeed  necessary,  that  a  significant  degree  oi 
administrative  latitude  be  provided.  Such  latitude  would  be  needed  to 
carry  out  legislative  intent  that  program  standards  be  based  upon  and  keep 
pace  with  those  formulated  by  voluntary  professional  groups.  Even  more,  it 
would  be  needed  to  determine  the  steps,  the  timing  and  the  methods  by 
which  the  goals  are  to  be  translated  and  applied  to  services  rendered  by  in- 
stitutions existing  at  the  outset  of  the  plan.  Latitude  for  administrative  deter- 
mination, however,  should  be  within  clearly  prescribed  limits  and  guided  by 
general  criteria  set  forth  in  the  basic  legislation. 

Recognition  and  weighing  of  the  many  complex  considerations  bearing 
on  the  implementation  of  legislative  provisions  as  proposed  would  require 
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widely  informed  and  broadly  based  judgements.  The  exercise  of  administra- 
tive discretion  within  the  latitude  provided  and  also  the  acceptance  of  ad- 
ministrative judgements  would  be  greatly  benefited  if  such  judgements  were 
based  upon  and  suported  by  recommendations  of  a  broadly  representative 
body.  For  this  reason,  the  Advisory  Council  on  Health  Insurance  for  the 
Aged  should  have,  among  other  statutory  duties,  responsibility  for  formu- 
lating recommendations  to  guide  administrative  policies  with  respect  to 
program  standards  within  the  latitude  provided  by  legislation.  In  all  aspects 
of  its  work  on  standards,  the  Council  should  make  the  fullest  possible  use 
of  the  specialized  knowledge  and  experience  of  State  agencies. 

In  summary,  this  proposal  is  designed  to  provide  a  framework  within 
which  feasible  and  effective  steps  would  be  forthcoming  toward  desirable 
goals,  which  would  be  appropriately  established  and  geared  to  keep  pace 
with  changing  conditions  and  developments  in  the  health  field.  The  progres- 
sive improvement  achieved  in  the  quality  of  services  financed  by  the  plan 
for  health  care  of  the  aged  would  contribute  importantly  to  the  elimination 
of  sub-standard  institutional  health  care  not  alone  for  the  aged  but  for  all 
groups  in  the  nation. 

8.  Responsibility  for  the  administration  of  the  public  insurance  plan 
for  the  aged  should  be  assigned  to  the  Secretary  of  Health,  Education, 
and  Welfare,  with  the  assistance  of  an  Advisory  Council  on  Health 
Insurance  for  the  Aged.  In  administering  the  plan,  the  Secretary  should 
be  authorized  to  contract  for  services  of  voluntary  organizations  and 
required  to  invite  proposals  from  such  organizations  for  consideration. 
Direct  administration  of  benefits  should  be  undertaken  by  the  Federal 
Agency  only  if  proposals  from  voluntary  agencies  are  not  adequate. 

DISCUSSION 

This  principle  calls  for  unified  responsibility,  requisite  for  sound  and 
efficient  administration  of  the  plan,  to  be  assigned  to  the  Secretary  of  Health, 
Education,  and  Welfare.  Also  included  in  the  principle  are  two  additional 
elements  which  are  deemed  highly  important  in  view  of  the  nature  of  the 
program  and  the  complexities  surrounding  health  care  and  its  utilization. 

With  the  services  covered  under  the  program  being  provided  through 
the  same  health  facilities  that  serve  other  population  groups,  there  is  special 
need  for,  as  well  as  significant  advantages  to  be  derived  from,  appropriate 
participation  from  the  health  and  health-related  fields  in  the  formulation  of 
administrative  policies  for  carrying  out  the  plan.  For  this  reason,  the  prin- 
ciple calls  for  the  plan  to  be  administered  with  assistance  from  an  Advisory 
Council  on  Health  Insurance  for  the  Aged  (see  Section  III  C  for  discussion 
of  the  Council). 
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Consistent  with  the  principle  of  keeping  the  provision  of  health  services 
of  the  aged  in  the  mainstream  of  community  services,  the  basic  legislation 
establishing  the  plan  should  expressly  authorize  the  designation  of  voluntary 
organizations  as  agents  for  the  administration  of  benefits.  Moreover,  it 
should  be  made  mandatory  that  planning  for  the  operation  of  the  plan  in 
the  various  areas  of  the  nation  should  include  exploration  and  compilation 
of  information  on  possibilities  for  utilizing  existing  organizations  that  are 
currently  engaged  in  providing  or  administering  insurance  benefits  for  in- 
stitutional services.  Specifically,  it  should  be  mandatory  that  proposals  from 
such  organizations  be  invited  and  evaluated.  The  criteria  for  such  evaluation 
should  be  developed  with  the  advice  of  the  Advisory  Council  on  Health 
Insurance  for  the  Aged.  Where  it  is  found  that  the  function  of  administer- 
ing or  providing  benefits  in  an  area  can  be  adequately  performed  by  an  ex- 
perienced and  competent  voluntary  organization  interested  in  assuming  the 
function  and  that  the  cost  to  the  plan  would  be  reasonable  in  relation  to  the 
cost  of  direct  administration,  it  should  be  expected  that  the  organization 
would  be  utilized  on  a  contractual  basis  mutually  satisfactory  to  the  parties. 

By  utilizing  existing  voluntary  mechanisms  in  the  many  areas  where  they 
are  highly  developed,  we  believe  the  best  results  will  be  obtained.  The 
process  of  review  and  settlement  of  bills  for  institutional  care  is  a  complex 
and  technical  function,  requiring  not  only  agreements  but  working  relation- 
ships involving  continual  contact  with  the  institutions  rendering  the  services. 
No  agency  of  government  has  the  number  of  experienced  and  competent 
personnel  to  handle  the  volume  of  this  work  entailed  by  the  projected  plan. 
Not  only  would  acquisition  of  the  necessary  staff  require  considerable 
expense  and  time,  but  development  of  such  staff  would  represent  a  duplica- 
tion of  administrative  resources  which  exist  within  one  or  more  voluntary 
organizations  in  most  areas  of  the  nation,  resources  which  have  the  capacity 
and  competence  to  provide  efficiently  the  services  required  in  the  operation 
of  the  plan. 

Furthermore,  in  many  instances  voluntary  organizations  possessing  this 
capability  to  perform  services  have  well-established  and  effective  relation- 
ships with  providers  of  services  which  in  all  likelihood  could  not  be  dupli- 
cated under  direct  administration  by  the  public  plan  of  its  payment  to  in- 
stitutions. These  relationships  would  contribute  significantly  to  the  accept- 
ance and  smooth  functioning  of  the  plan.  Moreover,  the  utilization  of  exist- 
ing channels  would  tend  to  consolidate  the  handling  of  payments  for  care 
rendered  to  the  aged  population  with  that  for  other  population  groups 
covered  under  voluntary  insurance.  This  would  permit  efficiencies  leading  to 
advantages  for  all  groups.  Moreover,  it  would  mean  economies  through 
reduced  billing  and  other  administrative  costs  on  the  part  of  community 
institutions  rendering  services  under  the  plan. 

With  respect  to  the  operational  function  of  eligibility  determination  and 
certification,  it  is  clear  that  direct  public  administration  is  indicated.  Within 
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the  Department  of  Health,  Education,  and  Welfare,  the  Bureau  of  Old-Age 
and  Survivors  Insurance  has  a  nation-wide  network  of  field  offices  and  rep- 
resentatives. The  utilization  of  this  existing  organization  would  provide  the 
most  efficient  means  of  determining  eligibility  and  maintaining  information 
on  the  status  of  eligible  beneficiaries  as  they  move  from  place  to  place 
throughout  the  nation.  The  existing  field  offices  would  provide  accessible 
centers  for  supplying  information  to  beneficiaries.  The  staff  of  this  agency  is 
experienced  and  competent  in  the  performance  of  these  functions.  The  high 
degree  of  efficiency  attained  by  the  Bureau  in  its  operation,  and  its  demon- 
strated ability  in  providing  assistance  and  service  to  aged  beneficiaries  and 
others  concerned,  would  be  highly  advantageous  to  the  plan. 

With  respect  to  the  administration  of  standards  of  care  under  the  plan, 
state  agencies  should  be  utilized  where  they  are  willing  and  able  to  assume 
responsibility  for  the  determination  of  compliance.  It  is  implied  that  pay- 
ment be  made  under  the  plan  to  the  states  to  cover  the  full  cost  of  the  serv- 
ices rendered.  Administrative  planning  and  policy  for  seeking  and  utilizing 
assistance  and  services  from  the  states,  should  be  developed  with  the  advice 
of  the  Advisory  Council  on  Health  Insurance  for  the  Aged. 
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Guiding  Principles  for  the  Long-Range  Program 
B.  Private  Insurance 

1.  As  a  corollary  action  to  the  establishment  in  the  public  sector 
of  a  plan  for  the  aged  limited  to  basic  institutional  services,  na- 
tional policy  should  assign  to  private  insurance  the  complemen- 
tary role  of  establishing  protection  to  cover  other  health  care 
requirements  of  aged  persons. 

DISCUSSION 

National  policy  for  the  solution  of  the  problem  of  health  care  of  the 
aged  must  extend  its  concern  beyond  the  establishment  of  a  public  insurance 
program.  Sensible,  effective  solution  of  the  problem  requires  actions  in  both 
the  public  and  private  sectors  and  requires  that  these  be  mutually  reinforc- 
ing. The  principle  here  calls  for  assignment  of  a  role  to  private  insurance 
which  is  complementary  to,  but  distinct  from  that  which  is  undertaken  in 
the  public  sector.  Both  of  these  aspects  of  the  role  of  private  insurance  are 
of  significance  and  merit  amplification. 

The  conclusion  that  responsibility  for  providing  protection  to  the  aged 
against  costs  of  health  services  should  be  divided  and  defined  in  a  manner 
that  leaves  private  insurance  distinct  from  public  insurance,  is  in  contrast 
to  the  alternative  of  intermixing  responsibilities,  as  under  a  public  subsidy 
of  private  insurance.  Clear  demarcation  of  the  role  of  private  insurance 
will  make  the  dual  approach  a  more  stable  one  and  will  lead  to  a  more  dyna- 
mic and  effective  development  of  the  capacities  of  private  insurance  than 
would  fusing  or  mixing  responsibilities. 

It  is  important,  however,  that  distinctness  of  roles  does  not  mean  that 
sight  is  lost  of  the  objective  that  the  separate  components,  public  and  private 
insurance,  fit  together  to  provide  aged  persons  with  a  total  package  of  pro- 
tection that  is  well  balanced  and  adequate. 

Accordingly,  national  policy  must  take  into  account  the  full  dimension 
of  the  problem  of  health  care  of  the  aged  and  the  total  picture  of  the  health 
services  required;  specifically,  it  must  be  designed  to  lead  to  development  of 
needed  protection  for  health  services  not  covered  by  the  public  plan  to 
coincide  with  that  provided  by  the  public  plan.  Only  through  development 
of  this  coverage  can  serious  deficiencies  be  avoided,  under  which  some 
aspect  of  prevention,  diagnosis  or  treatment  suffers  serious  neglect  that 
could  warp  the  utilization  of  services  and  compromise  the  objective  of 
providing  for  good  health  care. 
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In  sum,  basic  protection  against  the  cost  of  non-institutional  services  is 
just  as  essential  as  the  coverage  of  institutional  services  in  the  over-all  na- 
tional health  program  for  the  aged.  Consistent  with  the  principles  advanced 
by  the  Committee  for  delimiting  the  responsibilities  assigned  to  the  public 
sector,  the  principle  here  calls  for  explicit  and  simultaneous  assignment  of 
responsibility  to  the  private  sector  of  the  essential  function  of  providing 
complementary  protection  covering  non-institutional  care,  to  balance  and 
round  out  health  insurance  for  the  aged  population.  Distinctness  of  respon- 
sibilities would  be  achieved  under  the  proposal  by  looking,  on  the  one  hand, 
to  public  insurance  for  basic  coverage  of  institutional  services  for  the  aged 
and,  on  the  other,  to  private  insurance  for  coverage  of  physician  care,  diag- 
nostic services,  nursing  care  and  other  costs  against  which  protection  is 
needed. 

The  projected  role  of  private  insurance  in  meeting  the  problem  is 
not  subordinate,  fringe,  or  supporting;  rather,  it  is  basic  and  central.  Fulfill- 
ment of  this  role  is  essential  not  alone  to  avoid  improper  use  by  the  aged 
of  institutional  services  covered  under  public  insurance,  but  to  accomplish 
the  solution  of  the  problem  of  health  care  of  the  aged.  The  fact  that  physi- 
cian's care  constitutes  the  foundation  and  fundamental  requisite  for  pre- 
venting, diagnosing,  and  treating  health  problems,  makes  it  doubly  true 
that  complementary  protection  in  the  private  sector  would  be  a  basic  and 
pivotal  element  in  solving  the  problem. 

Confining  the  scope  of  the  public  insurance  plan  for  the  aged  to  basic 
institutional  services  as  proposed  would  in  fact  leave  a  broad  spectrum  of 
health  services,  representing  about  two-thirds  of  the  total  cost  of  health  care, 
to  be  financed  either  through  private  insurance  or  by  the  aged  on  an  out-of- 
pocket  basis.  A  wide  field  would  thus  be  open  for  the  application  of  private 
insurance.  This  extends  beyond  the  various  aspects  of  physician  services 
rendered  in  hospital,  clinic,  office,  or  home  to  encompass  other  services 
such  as  diagnostic  procedures,  nursing,  dentistry,  drugs  and  appliances. 

In  the  provision  of  protection  to  the  aged  population  it  is  highly  im- 
portant that  flexibility  be  preserved  for  experimentation  and  innovation. 
This  is  essential  for  continuing  development  of  the  protection  provided  to 
the  aged  and  for  adaptation  to  changes  in  health  needs  and  medical  practice. 
The  rapid  advance  of  medical  science  and  technology  brings  continuous 
changes  in  the  patterns  and  components  of  health  care.  These  affect  not 
only  the  availablility  and  utilization  of  various  elements  of  health  service 
but  also  standards  of  care  and  concepts  of  need.  The  assignment  of  responsi- 
bility to  the  private  sector  as  proposed  would  capitalize  upon  the  ability  of 
private  insurance  to  make  adjustments  and  shifts  in  emphasis  in  keeping 
pace  with  the  evolving  circumstances  of  health  care. 

Moreover,  the  assignment  of  the  broad  area  to  the  private  sector  affords, 
in  the  opinion  of  the  Committee,  ample  opportunity  for  exercise  of  individ- 
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ual  choice  and  initiative.  The  omission  of  options  in  the  public  portion  of 
the  total  program  does  not  therefore,  preclude  a  large  degree  of  latitude  for 
the  individual  in  determining  for  himself  the  extent  of  protection  which  he 
will  have. 

2.  Private  health  insurance  should  concentrate  primarily  on  cover- 
ing the  major  clusters  of  expense  for  physician  care  and  other  non- 
institutional  services,  so  that,  together  with  the  institutional  care 
covered  by  the  public  plan,  the  aged  will  have  a  well-balanced 
package  of  basic  protection. 

DISCUSSION 

Within  the  broad  spectrum  of  services  and  costs  remaining  outside 
the  public  plan,  private  complementary  protection  for  the  aged  should  be 
designed  so  that  ordinarily  the  .individual  is  spared  the  cost  of  catastrophic 
illness  and  is  left  with  costs  that  he  can  manage. 

To  minimize  the  occurrence  of  dependency  among  aged  persons  as  a 
result  of  expenses  encountered  in  obtaining  health  care,  health  insurance 
provided  under  the  dual  public-private  program  must  give  protection  against 
the  large,  concentrated  expenses  that  occur  most  frequently.  This,  the  public 
plan  would  do  in  the  area  of  institutional  services.  The  Committee  believes 
that,  correspondingly,  the  complementary  private  insurance  should  place 
primary  emphasis  on  covering  the  major  clusters  of  expense  for  other 
health  services. 

One  of  these  clusters  can  be  sharply  defined  in  terms  of  services  to 
be  covered,  namely,  surgery  and  other  physician  care  rendered  in  the 
hospital  or  skilled  nursing  home.  Such  medical-surgical  coverage  is,  next 
to  hospitalization,  the  most  common  form  of  health  insurance  in  the 
nation  (although  medical  services  is  nursing  homes  are  rarely  included), 
and  it  is  clearly  a  natural  component  of  basic  private  protection  because 
it  directly  complements  the  hospitalization  benefits  of  the  public  plan. 

Attention  must  also  be  given  to  designing  the  benefits  provided  by  the 
combined  public-private  program  so  as  to  avoid  as  far  as  possible  a  skew- 
ing of  the  demand  for  health  care  services.  A  leading  example  of  the  costly 
use  of  health  care  resources  brought  about  by  the  terms  of  health  insurance 
coverage  is  the  hospitalization  of  patients  for  diagnostic  tests  that  could  be 
adequately  given  on  an  ambulatory  basis.  The  same  thing  may  happen  in 
the  case  of  minor  surgical  procedures  if  only  in-patient  surgery  is  covered. 
The  Committee  believes  therefore,  that  the  basic  complementary  coverage 
under  private  insurance  should  include  benefits  for  diagnostic  procedures 
and  surgery  for  patients  who  are  not  hospitalized. 
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The  costs  for  other  care  by  physicians  and  for  nursing,  drugs,  medical 
supplies,  and  prosthetic  devices  of  various  kinds  accumulate  to  large  propor- 
tions in  many  illnesses  of  the  aged.  Frequently,  such  costs  follow  a  period  of 
hospitalization;  in  other  cases,  no  hospitalization  is  involved.  The  contin- 
gency of  concentration  of  such  costs  cannot  satisfactorily  be  defined  in 
terms  of  services,  diagnoses  or  the  locus  of  care  but  only  as  clusters  or  ac- 
cumulations of  expense  accruing  over  a  time  period.  Private  insurance  has 
developed  "major  medical"  insurance  provisions  which  deal  with  such 
occurrences,  and  the  Committee  recommends  that  there  be  a  major  medical 
component  in  the  complementary  basic  private  plan.  This  would  call  for  a 
deductible  amount  of  expense  before  benefits  were  payable,  a  ceiling  on  the 
total  amount  of  benefits  that  would  be  paid,  and  probably  a  co-insurance 
factor  requiring  the  beneficiary  to  pay  a  part  of  the  covered  costs,  most 
commonly  20% . 

In  designing  complementary  basic  protection  for  the  aged,  the  benefit 
level  established  under  private  insurance  for  the  aged  must  be  relatively 
high  to  accomplish  the  purpose  underlying  the  principle  advanced  by  the 
Committee.  It  must  be  recognized  that  the  limits  on  the  ability  of  the  aged 
to  meet  uninsured  costs  tends  to  be  narrow.  In  addition  to  having  character- 
istically low  incomes,  other  factors,  such  as  the  tendency  for  income  to  be  of 
a  fixed  character  without  prospect  of  future  improvements  in  financial  situa- 
tion to  ease  the  burden  of  indebtedness  incurred  to  bridge  a  period  of  fi- 
nancial stringency,  the  tendencies  for  depletion  of  reserves  to  be  irretrievable, 
and  for  health  care  costs  to  be  progressive  and  accelerative  for  chronic 
conditions  and  long-term  illness,  all  have  the  effect  of  reducing  the  ability 
of  the  aged  to  absorb  the  impact  of  costs  at  the  time  services  are  required. 
If  liquidation  of  assets  which  produce  the  income  they  look  to  for  meeting 
living  costs  or  sacrifice  of  equity  in  their  homes  is  required  to  meet  the  im- 
pact of  illness  costs,  the  objective  of  maintaining  independence  is  not  served. 

These  and  related  considerations  lead  the  Committee  to  conclude  that 
basic  complementary  protection  established  for  the  aged  by  private  insur- 
ance should  be  designed  to  cover  roughly  one-third  of  the  aggregate  amount 
of  health  care  costs  incurred  by  the  aged.  This  proportion  is  approximately 
equal  to  that  which  would  be  covered  under  the  public  insurance  plan  as 
proposed  by  the  Committee. 

There  would  remain,  outside  the  scope  of  basic  protection  provided  by 
the  dual  public-private  health  insurance  program,  roughly  another  third  of 
total  costs  to  be  met  either  by  the  individual  at  the  time  of  receiving  services 
or  by  adidtional  protection  which  he  might  obtain  under  private  insurance. 
By  placing  emphasis  upon  basic  protection,  covering  large,  concentrated 
expenses  that  occur  most  frequently,  as  called  for  by  the  guiding  principles 
advanced  by  the  Committee,  the  residual  third  of  costs  would  in  substantial 
part  consist  of  routine  and  low-cost  items,  the  cost  of  which  would  tend  to 
be  relatively  widely  distributed  and  manageable  by  the  aged.  This  residual 
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third  of  total  health  care  costs,  which  includes  amounts  not  covered  because 
of  deductible  and  co-insurance  provisions  in  complementary  basic  insur- 
ance, would  leave  a  major  element  of  individual  responsibility  for  financing 
services  at  the  time  they  are  received. 

It  is  important  that  the  area  of  costs  above  the  roughly  two-thirds, 
covered  by  basic  protection  under  the  public-private  health  insurance  pro- 
gram, should  remain  open  for  the  development  of  additional  protection 
under  private  insurance.  In  this  area,  it  is  particularly  desirable  that  addi- 
tional insurance  coverage  be  designed  to  minimize  impediments  of  cost  and 
thereby  encourage  individuals  to  place  their  health  problems  under  medical 
treatment  at  an  earlier  rather  than  a  later  point  and  to  maintain  continuity 
and  follow-up  of  medical  management  of  their  health  problems.  This  is 
especially  pertinent  to  coverage  of  physician  visits  for  aged  persons  since 
frequently  their  health  problems  are  of  a  chronic  and  progressive  character 
and  their  financial  circumstances  would  incline  them  to  delay  incurring  ex- 
pense as  long  as  possible.  Additional  protection  which  is  supportive  of 
effective  patient-physician  relationships  would  help  to  avoid  health  loss 
and  to  reduce  needs  for  costly  services  and  facilities. 

However,  some  of  the  costs  in  the  area  outside  the  basic  protection  of 
the  public-private  health  insurance  program  for  the  aged  would  not  be 
insurable,  and  some,  it  would  be  undesirable  to  cover.  It  should  be  recog- 
nized also  that  the  need  for  custodial  and  domiciliary  care,  involving  pro- 
visions for  housing  and  personal  services  for  aged  persons,  is  a  serious  and 
growing  problem  in  the  nation  as  a  consequence  of  the  prolongation  of  life 
and  increasing  inability  of  families  in  the  circumstances  of  urban  life  to 
provide  for  these  needs.  Although  no  attempt  has  been  made  to  define  outer 
limits  for  the  development  and  application  of  private  health  insurance,  the 
Committee  believes  that  the  lack  of  definitions  and  standards  of  practice 
as  a  basis  for  determining  appropriate  responsibilities  with  respect  to  financ- 
ing custodial  care  of  aged  persons  is  a  need  urgently  requiring  joint  attention 
of  public  and  private  health  and  welfare  agencies. 

3.  Basic  complementary  protection  under  private  insurance  should 
be  made  available  to  all  persons  in  the  aged  population  without 
disqualifications,  reductions  in  benefits,  or  increases  in  premiums 
because  of  advanced  age  or  condition  of  health. 

DISCUSSION 

This  principle  is  intended  to  give  emphasis  to  a  point  of  fundamental 
importance  to  the  effectiveness  of  the  private  sector  in  contributing  to  sol- 
ution of  the  problem  of  health  care  of  the  aged.  Although  a  variety  of 
methods  may  be  utilized  by  private  insurance  in  enrolling  aged  persons, 
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sight  must  not  be  lost  of  the  significance  of  availability  of  basic  comple- 
mentary protection  to  all  without  restrictions. 

The  implementation  of  this  principle  requires  broad  pooling  of  risks 
as  a  basic  feature  in  the  provision  of  private  insurance  coverage  to  aged 
persons.  The  essential  attributes  of  the  type  of  risk-spreading  involved  in 
making  protection  available  to  all  without  restriction  are  well  established 
in  the  private  sector  under  "group"  insurance. 

For  example,  customarily  under  group  health  insurance  the  level  of 
protection  established  is  made  available  to  all,  on  common  terms,  and  with- 
out medical  examination  or  other  screening  for  the  purpose  of  excluding  or 
treating  differentially  individuals  to  whom  higher  risk  attaches.  Rather 
than  placing  emphasis  on  selecting  out  of  the  group  only  those  risks  which 
are  deemed  good  or  acceptable,  emphasis  is  on  obtaining  maximum  partici- 
pation and  extending  protection  to  as  many  members  of  the  group  as 
possible. 

Moreover,  under  group  insurance,  the  concern  of  the  insurer  in  the 
on-going  operation  of  the  plan  is  not  focused  on  the  utilization  of  health 
services  by  individual  members  of  the  group,  even  where  benefits  required 
by  an  individual  are  consistently  on  the  high  side;  rather,  the  concern  of 
the  insurer  focuses  on  the  utilization  experience  of  the  group  as  a  whole, 
and  upon  the  adequacy  of  aggregate  premiums  received  from  the  group  in 
relation  to  the  total  benefits  required  by  all  covered  individuals  in  the 
group. 

The  need  for  applying  these  characteristics  to  the  coverage  of  the 
individuals  making  up  the  aged  population  is  apparent,  if  indeed  not  com- 
pelling. Restrictions  on  the  eligibility  of  individuals  for  insurance  protection 
and  other  procedures  for  selection  of  risks,  using  medical  examinations  or 
statements  as  to  health  conditions  for  the  purpose  of  disqualifying  those 
individuals  most  likely  to  require  health  services,  are  seen  to  be  inconsistent 
with  the  projected  assignment  to  the  private  sector  of  responsibility  for  meet- 
ing a  basic  part  of  the  problem  of  health  care  of  the  aged  population.  Simi- 
larly, cancellation  or  reduction  of  protection  on  individuals  who  encounter 
unusually  high,  or  continuing,  or  repeated  requirements  for  services  is  in- 
consistent with  the  objective  in  view. 

These  considerations  are  especially  pertinent  in  dealing  with  protec- 
tion of  aged  persons,  not  only  because  a  large  proportion  have  accumulated 
health  impairments,  but  also  because,  sooner  or  later,  almost  all  such  in- 
dividuals, as  their  age  increases,  will  come  to  be  poor  health  risks  and,  con- 
sequently, would  be  subject  to  restrictions  on  elegibility  for  protection,  or  to 
disqualifications  based  on  an  insurer's  selection  of  risks,  or  even  to  cancella- 
tion of  protection  when  they  need  it  most. 

The  avoidance  of  restrictions  on  elegibility  of  aged  persons  for  basic 
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complementary  protection  is  closely  related  to,  in  fact  intertwined  with, 
two  major  variables,  namely,  the  level  of  enrollment  and  the  rates  charged 
for  protection.  For  example,  with  low  enrollment  it  could  be  expected,  as 
a  result  of  adverse  selection,  that  those  covered  would  tend  to  be  aged  in- 
dividuals representing  poorer  than  average  risks;  hence,  the  pooling  of 
risks  under  the  protection  would  tend  to  be  a  pooling  of  poor  risks.  Con- 
sequently, either  high  rates,  prohibitive  for  many  aged  persons,  would  have 
to  be  charged  for  the  protection  or  restrictions  would  have  to  be  introduced 
to  exclude  poor  risks,  in  order  to  keep  the  cost  of  protection  within  reach 
of  those  for  whom  it  is  intended.  The  spiral  effect  produced  by  the  relation- 
ship of  these  variables  holds  in  both  directions:  if  true  mass  enrollment  can 
be  achieved,  covering  the  great  majority  of  the  aged  under  basic  comple- 
mentary protection  provided  by  private  insurance,  there  will  result  an  auto- 
matic averaging  of  risk.  Under  these  circumstances,  both  individual  under- 
writing or  the  screening  of  applicants  and  the  rates  charged  for  protection 
can  be  minimized.  Moreover,  both  lower  cost  of  protection  and  absence  of 
restrictions  on  eligibility  would  in  turn  tend  to  make  possible  a  higher  level 
of  enrollment. 

This  is  not  to  say,  of  course,  that  aged  persons  could  be  permitted 
complete  latitude  to  obtain  and  drop  their  coverage  at  will;  reinstatements 
of  lapsed  policy  holders  will  have  to  be  subject  to  reasonable  restrictions, 
but  new  applicants  can  be  accepted  as  is  done  under  group  insurance  so 
that  none  will  be  excluded  on  the  basis  of  condition  of  health  or  advanced 
age. 

The  essential  point  which  it  is  important  to  recognize  is  that  absence 
of  restrictions  on  eligibility  of  aged  persons  for  protection,  low  cost  to  the 
aged  of  such  protection,  and  high  level  of  enrollment  in  the  aged  population 
are  factors  which  are  tied  together,  are  mutually  dependent  and  are  rein- 
forcing. The  presence  of  these  factors,  in  combination,  is  seen  by  the  Com- 
mittee to  be  essential  to  the  validity  of  a  plan  of  action  in  the  private  sector 
under  which  private  insurance  is  to  play  a  basic  role  in  meeting  the  problem 
of  health  care  of  the  aged. 

4.  Private  insurance  organizations  should  devote  intensive  efforts 
to  extending  basic  complementary  protection  to  the  aged  popula- 
tion, with  concentration  on  developing  marketing  methods  de- 
signed to  produce  high  volume,  low-cost  mass  coverage. 

DISCUSSION 

Coverage  of  a  great  majority  of  the  aged  for  basic  complementary  pro- 
tection under  private  insurance  is  a  matter  of  fundamental  importance  to 
the  success  of  the  program  proposed  by  the  Committee.  For  private  insur- 
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ance  to  fulfill  a  role  coordinate  with  that  of  the  public  insurance  plan  for 
basic  institutional  services,  thus  rounding  out  and  achieving  balance  in  the 
total  provision  for  the  health  care  of  the  aged,  obviously  requires  enrollment 
of  a  high  proportion  of  the  aged  population. 

There  are  several  factors  which  would  point  to  successful  accomplish- 
ment of  this  by  private  insurance.  The  establishment  of  public  insurance 
covering  basic  institutional  services  would  be  of  great  significance  in  at- 
taining broad  participation  under  private  insurance  offering  other  services. 
Relieved  of  the  responsibility  for  covering  the  heavy  burden  of  expensive 
hospital  and  related  institutional  care,  private  insurance  could  then  provide 
effective  protection  for  aged  persons  at  substantially  reduced  premium 
charges.  Basic  complementary  protection  of  the  character  previously  dis- 
cussed (see  Principle  2  for  Private  Insurance)  could  be  provided  in  most 
areas  of  the  country  for  a  premium  level  of  an  order  of  magnitude  of  $2  to 
$3  a  week  under  conditions  of  high-volume,  low-cost  provision  of  insurance 
coverage. 

The  attractiveness  of  participation  in  such  insurance  would  be  en- 
hanced by  the  fact  that  it  would  offer  better  protection  at  far  lower  cost 
than  ever  before  possible.  With  purchase  of  the  complementary  protection 
which  could  be  made  available  by  private  insurance,  a  relatively  high  level 
of  security  against  illness  costs  would  be  attained.  For  the  children  and 
other  relatives  of  aged  persons,  adequate  protection  for  the  aged  individuals 
in  their  families  would  for  the  first  time,  in  most  instances,  become  a  feasible 
and  attainable  objective.  The  response  to  this  opportunity  could  be  expected 
to  contribute  importantly  to  the  expansion  of  enrollment. 

Since  private  insurance  would  constitute  a  basic  rather  than  a  supple- 
mentary element  of  health  protection  for  aged  individuals,  the  effect  would 
more  likely  be  to  stimulate  interest  in  closing  the  gap  in  protection,  making 
it  comprehensive,  than  to  diminish  interest  in  having  private  insurance.  The 
health  consciousness  of  the  aged,  due  to  their  vulnerability  to,  and  experience 
with  health  care  costs,  could  be  expected  to  accentuate  response  to  the  avail- 
ability of  well  designed  private  health  insurance,  complementary  to  protec- 
tion under  the  public  insurance  plan.  Moreover,  the  fact  that  an  increasing 
number  of  those  reaching  old  age  in  the  future  will  have  been  accustomed 
to  carrying  private  health  insurance  may  be  expected  to  add  to  their  recogni- 
tion of  the  need  for  the  protection  and  their  willingness  to  purchase  it. 

Another  factor  of  importance,  particularly  at  the  outset,  would  be  the 
release  of  substantially  all  of  the  estimated  $475  to  $525  million  in  pur- 
chasing power  now  spent  annually  for  hospital  insurance  coverage  for  the 
aged.  This  would  become  available  for  reallocation  at  the  time  the  proposed 
public  insurance  plan  covering  basic  institutional  services  becomes  effective. 
Consequently,  a  sizable,  immediate  market  for  complementary  private  in- 
surance would  be  created,  giving  impetus  to  the  rapid  development  of  a 
substantial  volume  of  coverage. 


52 


As  a  result  of  these  and  related  factors,  private  insurance  for  the  aged 
would  be  on  a  new  plateau  upon  which  the  potentialities  for  achieving 
broad  participation  in  the  aged  population  would  be  greatly  enhanced. 

Expanding  private  insurance  coverage  among  the  present  and  future 
aged  nevertheless  presents  a  special  problem  and  should  be  dealt  with  as 
such.  The  difficulties  to  be  overcome  in  extending  complementary  protec- 
tion under  private  health  insurance  to  a  high  proportion  of  the  aged  popula- 
tion should  not  be  minimized.  Factors  such  as  the  wide  dispersion  and  rel- 
atively limited  mobility  and  comparative  isolation  of  many  elderly  people 
make  for  difficulty  in  disseminating  information  and  establishing  contacts 
for  purposes  of  enrollment.  Major  problems  are  encountered  in  communica- 
tion, in  the  use  of  material,  correspondence,  and  other  means  for  inter- 
preting protection  available,  and  for  securing  the  understanding  and  accept- 
ance required  in  the  enrollment  process.  The  past  experience  of  both  non- 
profit and  other  health  insurance  organizations  in  their  efforts  to  enroll  aged 
persons  points  up  these  and  related  problems. 

With  the  aged  scattered  throughout  the  population  in  individual  or 
small  family  units,  only  a  mass  approach  can  achieve  the  lowest  cost  and 
universal  availability.  Both  of  these  objectives  must  be  achieved  if  private 
insurance  is  to  discharge  its  responsibility  in  the  dual  public-private  program 
projected  by  the  Committee. 

In  the  absence  of  special  measures,  experience  shows  that  enrolling 
individuals  and  administering  their  coverage  ordinarily  involves  outlays, 
operating  costs  and  other  expenses  approaching  the  amount  of  benefit  pay- 
ments for  the  health  services  covered.  As  a  result,  the  rates  ordinarily 
charged  for  protection  under  policies  provided  on  an  individual  basis  must 
be  approximately  double  the  amount  of  the  health  care  costs  met  by  the 
insurance.  Obviously,  such  costs  in  providing  protection  would  seriously 
reduce  the  potentialities  of  private  insurance  to  achieve  broad  participation 
among  the  aged.  Consequently,  improved  methods  of  coverage  and  gains 
in  efficiency  through  high  volume  operation  are  seen  to  be  essential  to 
reduce  the  cost  of  complementary  basic  protection  for  the  aged  under  pri- 
vate insurance. 

Concern  that  rates  for  this  private,  basic  insurance  be  as  low  as  pos- 
sible is  accentuated  by  data  on  the  incomes  of  the  aged.  For  those  who  are 
unable,  or  who  fail  to  obtain  private  insurance  for  the  complementary  pro- 
tection they  require,  public  assistance  or  private  charity  would  be  necessary 
to  meet  health  care  costs  incurred  in  excess  of  means.  It  is  clear,  however, 
that  the  proportion  of  the  aged  population  becoming  dependent  upon  wel- 
fare programs  would  be  affected  to  an  important  extent  by  the  level  of  rates 
charged  under  private  insurance  for  complementary  protection. 

For  these  reasons,  special  measures  are  needed  to  maximize  the  effi- 
ciency of  private  insurance  for  the  aged  and  to  permit  the  lowest  possible 
rates. 
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By  capitalizing  on  the  new  and  improved  opportunity  for  expanding 
enrollment  among  the  aged  which  would  exist  with  adoption  of  national 
policy  as  projected,  and  through  imaginative,  intensive  and  concerted  efforts 
of  insurers  organized  for  a  nation-wide  effort,  a  degree  of  recognition  and 
acceptance  under  private  insurance  could  be  achieved  that  would  establish 
such  coverage  as  a  commonplace  necesity  for  aged  persons  in  our  nation. 

5.  Congress  should  take  action  which  would  make  it  possible  for 
insurance  companies  and  non-profit  health  plans  to  join  in  con- 
certed nation-wide  efforts  to  extend  to  the  aged  population  basic 
protection,  complementary  to  that  established  under  the  public 
insurance  plan  for  the  aged. 

DISCUSSION 

This  principle  calls  for  removal  of  impediments  to  the  development  and 
execution  of  a  plan  of  action  in  the  private  sector  which  the  Committee 
believes  to  be  necessary  for  solution  of  the  problem. 

Formidable  difficulties  confront  private  insurance  in  completing  basic 
protection  of  the  aged  on  as  extensive  a  scale  as  is  required  to  meet  the 
problem.  The  importance  and  urgency  as  well  as  the  long  term  significance 
of  successful  accomplishment  by  private  insurance  of  this  assignment  make 
special  measures  and  efforts  necessary.  Specifically,  a  plan  of  action  in- 
volving concerted  efforts  of  insurers,  on  a  broad  front,  through  an  organ- 
ized approach,  is  seen  by  the  Committee  to  be  needed  to  make  complemen- 
tary basic  protection  available  throughout  the  nation  to  all  aged  persons 
without  regard  to  their  health  status,  to  achieve  the  level  of  participation  in 
the  aged  population  necessary  to  overcome  adverse  selection  of  risks,  to 
disseminate  information  widely  and  efficiently  so  as  to  establish  firmly 
public  understanding  and  general  acceptance  of  the  protection,  and  to  de- 
velop the  large  volume  and  standardization  of  operation  needed  for  effi- 
ciency and  provision  of  basic  protection  at  low  cost.  In  short,  the  character 
of  the  problem  requires  planning  and  large  scale  organized  effort  on  a 
nation-wide  basis  in  the  private  sector  as  well  as  in  the  public  sector. 

Legislation  enacted  by  Congress  establishing  the  public  insurance 
plan  for  the  aged  should  at  the  same  time  clear  the  way  for  and  encourage 
development  of  nation-wide  action  in  the  private  sector  to  provide  basic 
protection  complementary  to  that  established  under  the  public  plan.  The 
action  by  Congress  should  include  1)  removal  of  legal  obstacles  to  con- 
certed activities  on  the  part  of  private  insurance  organizations  in  formulat- 
ing and  carrying  out  an  organized  plan  of  action,  2)  provision  for  official 
public  endorsement  for  complementary  basic  protection  offered  under  such 
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plans,  and  3)  exemption  from  State  taxes  on  premiums  paid  for  protection 
bearing  such  endorsement. 

The  basic  legal  obstacles  standing  in  the  way  of  organized  concerted 
efforts  by  insurers  in  the  private  sector  for  accomplishing  the  purpose  in 
view  arise  from  anti-trust  laws  at  the  federal  level  or  from  anti-compact  or 
anti-discrimination  laws  at  the  state  level.  The  various  essential  elements 
of  an  effective  organized  plan  —  agreement  among  large  numbers  of  private 
insurers  as  to  a  uniform  basic  coverage  to  be  provided  aged  persons  at  a 
uniform  rate,  pooling  of  losses  made  necessary  by  acceptance  of  all  appli- 
cants without  underwriting  selection,  and  expense  provisions  lower  than 
regular  insured  business  —  all  pose  problems  under  these  laws.  The  Com- 
mittee is  advised  that  insurance  comes  within  the  federal  sphere  as  essential- 
ly interstate  commerce.  It  is  therefore  within  the  power  of  the  Congress  to 
pass  enabling  legislation  for  the  organization  of  concerted  efforts  on  a  broad 
scale  in  the  private  sector,  permitting  nation-wide  approach  to  extension  of 
complementary  basic  protection  to  the  aged  population. 

It  is  pertinent  to  point  out  that  there  is  impressive  evidence  of  growing 
acceptance  in  the  private  sector  of  the  need  for  voluntary  insurance  organi- 
zations to  join  forces  to  be  most  effective  in  reaching  and  enrolling  the 
aged  and  in  efficiently  meeting  their  needs  for  health  protection.  The  State 
65  Plans  which  have  been  established  within  the  last  two  and  a  half  years 
in  the  states  of  Connecticut,  Massachusetts,  and  New  York  provide  not 
only  precedent  for,  but  substantial  evidence  of  advantages  obtainable  from 
organized,  concerted  efforts  in  the  private  sector.  But  the  full  potentialities 
of  this  approach  remain  to  be  realized  through  development  on  a  broader 
basis,  and  under  conditions  where  premium  rates  could  be  much  less 
than  the  amount  charged  under  the  demonstration  programs,  which  could 
result  from  the  division  between  the  private  and  public  sectors  of  responsi- 
bility for  providing  basic  benefit  coverage  and  from  increased  volume  and 
greater  efficiency  attainable  on  a  nation-wide  basis. 

It  is  important  to  point  out  also  that  organized  undertakings  to  ex- 
tend complementary  basic  protection  to  the  aged  population  through  joint 
efforts  of  private  insurance  organizations  should  not,  and  need  not,  mean 
foreclosing  "elbow-room"  for  additional  efforts,  continued  experimentation, 
and  still  further  innovations  in  the  private  sector.  In  fact,  such  organized 
voluntary  plans  should  be  devised  so  as  to  provide  a  base  to  which  addi- 
tional benefit  features  could  be  attached,  permitting  local  and  individual 
variation  and  facilitating  experimentation  with  new  benefits.  This  will 
provide  options  which  participants  in  a  basic  plan  may  purchase  in  order 
to  extend  their  protection  to  the  extent  they  choose  to  do  so.  It  must  be 
recognized  that  uniformity  in  the  complementary  basic  protection  has  signi- 
ficant advantages  in  facilitating  promotion  and  enrollment,  and  adminis- 
trative efficiencies.  But  development  in  the  private  sector  of  large  volume, 
standardized  coverage  of  the  aged  for  complementary  basic  protection 
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should  leave  clear  the  opportunity  for  participating  insurance  organizations 
to  extend  and  go  beyond  the  complementary  basic  protection  by  covering 
any  and  all  additional  services  that  it  may  be  possible  to  include. 

It  is  deemed  important  that  participation  of  private  insurance  organi- 
zations in  organized  plans  of  the  character  visualized  should  be  on  a  volun- 
tary basis,  so  as  to  preserve  appropriate  leeway  in  the  private  sector  against 
rigidities  of  an  industry-wide  structure.  Moreover,  to  avoid  loss  of  identity 
on  the  part  of  the  various  health  insurance  organizations  in  the  private 
sector,  many  of  which  are  non-profit  in  character,  the  enrollment  of  and 
issuance  of  protection  to  aged  persons  and  the  administration  of  the  cover- 
age provided  could  remain  functions  of  the  insurers  participating  in  a  plan, 
with  pooling  of  risks  being  accomplished  through  a  structure  representing  a 
combination  of  the  participating  insurers. 

Action  by  Congress  called  for  by  the  principle  should  make  provision 
for  official  public  endorsement  of  private  insurance  for  aged  persons  under 
the  approach  permitted  and  encouraged  by  the  legislation.  It  is  desirable 
that  this  involve  legal  authorization  for  the  use  of  a  symbol  signifying 
official  public  endorsement  of  a  plan  of  complementary  basic  protection 
for  aged  persons  meeting  specified  conditions  and  appropriate  standards  for 
such  protection.  This  would  not  only  give  tangible  public  recognition  and 
encouragement  to  efforts  in  the  private  sector  pursuant  to  national  policy 
but  it  would  contribute  to  widespread  understanding  and  rapid  acceptance 
among  the  aged  population  of  complementary  basic  protection  under  private 
insurance.  Conditions  required  for  approval  of  a  plan  should  relate  to  ap- 
propriate organizational  aspects  of  the  consortium  of  insurers,  provision 
of  protection  on  a  not  for  profit  basis,  limitations  on  expense  provisions 
allowed  for  inclusion  in  premium  rates,  availability  of  the  coverage  to  aged 
persons  without  underwriting  selection,  and  provision  of  benefits  which  in 
character  and  extent  constitutes  complementary  basic  protection  in  line 
with  national  policy  on  health  care  of  the  aged.  In  the  administrative  ap- 
plication of  these  conditions,  the  advice  of  the  National  Advisory  Council 
on  Health  Insurance  for  the  Aged  (see  Section  III  C.  for  discussion  of  the 
Council)  should  be  obtained.  Recommendation  by  the  Council  would  pro- 
vide an  appropriate  basis  for  official  public  endorsement  and  authorization 
for  use  of  a  symbol  as  proposed. 

To  provide  further  encouragement  and  assistance  to  concerted  efforts 
in  the  private  sector  to  extend  complementary  protection  to  as  many  of  the 
aged  as  possible,  the  legislative  action  by  the  Congress  should  exempt  from 
state  premium  taxes  the  private  insurance  coverage  for  the  aged  bearing  the 
symbol  of  public  endorsement.  This  would,  in  effect,  provide  a  discount  to 
aged  persons  in  obtaining  the  complementary  protection  provided  under 
private  insurance  and  would  aid  in  making  the  rates  charged  for  such  pro- 
tection as  low  as  possible.  Loss  of  revenue  to  the  states  from  taxes  on 
health  insurance  for  the  aged  would  be  more  than  offset  by  reduction  in  state 
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public  assistance  costs  by  virtue  of  wider  coverage  of  aged  persons  under  in- 
surance to  meet  health  care  expenses. 

With  passage  of  legislation  as  called  for  by  the  principle,  the  organiza- 
tion of  efforts  in  the  private  sector  along  the  lines  envisioned  might  be  effec- 
tively acomplished  either  on  a  national  level  or  within  each  of  the  respective 
multi-state  regions  of  the  nation.  The  national  level  would  seem  to  offer 
important  advantages,  particularly  in  terms  of  publicity  and  use  of  mass 
communication  media  to  establish  nationwide  familiarity  and  acceptance 
of  the  voluntary  plan  for  complementary  protection  for  the  aged.  This 
could  be  particularly  effective  at  the  outset  if  tied  to  the  launching  of  the 
public  insurance  program  at  the  national  level.  However,  through  inter- 
regional coordination,  nationwide  efforts  could  be  carried  out  in  a  manner 
that  would  capture  many  of  these  advantages. 

Many  possibilities  exist  with  respect  to  arrangements  for  achieving 
comprehensive,  concentrated  efforts  in  the  private  sector  for  extending  to 
the  aged  population  of  the  nation  the  basic  complementary  health  insurance 
coverage  which  is  seen  to  be  essential  to  the  success  of  national  policy  to 
meet  the  problem  of  health  care  of  the  nation.  The  potentialities  of  such  ar- 
rangements are  deemed  to  be  of  such  importance  that  legislative  action  is 
strongly  urged  to  remove  impediments  to  planning  and  development  along 
the  lines  seen  to  be  needed. 

The  Committee  recognizes  that  the  proposed  plan  of  action  for  private 
insurance  under  this  legislation  goes  well  beyond  any  existing  practice  or 
mechanism  developed  by  voluntary  insurance  in  the  United  States  to  meet  a 
special  social  need.  Its  most  evident  precedent  is  found  in  the  State  "65 
Plans",  which,  as  we  have  already  remarked,  have  been  established  with 
the  same  end  in  view  as  that  which  prompts  this  national  proposal.  We 
can  only  repeat  that  in  our  opinion  only  large-scale,  special,  national  efforts 
on  the  part  of  private  insurance  can  deal  effectively  with  the  present  and 
future  needs  of  the  aged  for  protection  against  the  costs  of  health  care, 
even  with  the  public  insurance  plan,  as  we  recommend,  carrying  a  part  of 
the  responsibility  for  basic  protection  comparable  to  that  assigned  to  pri- 
vate insurance. 

6.  To  increase  the  proportion  of  the  aged  covered  in  the  future 
under  complementary  protection,  private  insurance  organizations 
should  develop  methods  for  prepaying  during  the  years  of  active 
employment  the  cost  of  health  insurance  in  old  age.  Employed 
groups  also  should  be  encouraged  to  continue  retirees  under 
group  insurance  plans. 

DISCUSSION 

The  potential  for  coverage  under  private  complementary  protection 
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of  persons  retiring  in  the  future  can  be  greatly  increased  through  the  develop- 
ment of  arrangements  for  advance  payment  prior  to  retirement. 

In  essence,  this  approach  calls  for  the  method  of  financing  used  by 
private  pension  plans  to  be  applied  to  the  provision  of  health  insurance  pro- 
tection after  retirement.  Arrangements  for  "funding"  the  cost  of  such  pro- 
tection would  serve  to  relieve  the  burden  of  paying  for  protection  which 
otherwise  must  be  borne  during  retirement,  a  period  when  income  is  reduced 
and  health  care  expenses  increase.  The  cost  would  be  shifted  to  the  pro- 
ductive period  of  life  and  spread  over  the  span  of  the  working  years  by  set- 
ting aside  funds  when  individuals  are  employed  and  are  better  able  to 
make  provision  for  the  protection  that  will  be  needed. 

With  such  arrangements,  the  complementary  protection  needed  during 
retirement  can  be  provided  under  private  insurance  to  many  who  otherwise 
would  not  be  able  to  bear  the  cost  of  adequate  protection  after  they  become 
aged.  It  is  pertinent  to  point  out  that  the  level  of  outlay  required  to  make 
advance  provision  for  complementary  health  insurance  protection  after 
retirement  would  be  small  in  comparison  with  that  required  to  provide  in- 
come benefits  after  retirement  on  the  scale  generally  prevailing  under  pri- 
vate pension  plans.  If  payments  on  such  policies  were  fixed  as  percentages 
of  pay,  the  amounts  available  at  age  65  would  be  more  in  line  with  the  cost 
of  health  services  at  that  time. 

In  view  of  the  potential  advantages  of  advance  funding  for  the  cost 
of  health  protection  —  whether  in  conjunction  with  private  pension  plans, 
or  as  a  feature  attached  to  group  health  insurance  plans,  or  as  a  separate 
program  —  the  Committee  believes  that  the  cost  of  health  protection  after 
retirement  should  be  financed  in  advance  of  retirement  to  an  increasing 
extent  in  the  future. 

It  is  recognized  that  this  development  will  require  much  ingenuity  on 
the  part  of  insuring  organizations.  Changes  occurring  over  extended  periods 
of  time  in  such  factors  as  the  price  level  of  health  services  and  in  the  tech- 
nology of  medicine,  pose  challenges  requiring  imaginative  approaches  in 
developing  provisions  adaptable  to  changing  conditions.  But  even  where 
it  is  not  possible  to  make  future  commitments  in  terms  of  services,  provi- 
sions for  advance  finding  will  make  funds  available  for  purchase  of  protec- 
tion needed  after  age  65.  Hence,  irrespective  of  changes  in  the  conditions 
of  health  care,  there  are  inherent  advantages  in  advance  provision  before 
retirement  to  defraying  the  cost  of  needed  protection  after  retirement. 

Rapid  development  of  arrangements  under  which  this  advantage  be- 
comes widely  available  is  needed  to  broaden  and  strengthen  the  economic 
base  for  extending  complementary  protection  to  the  aged  population  under 
private  insurance.  In  the  development  of  these  arrangements  and  in  their 
application,  it  is  desirable  not  to  restrict  mobility  of  individuals,  in  terms 
of  changes  in  jobs  and  places  of  residence,  by  the  penalty  of  loss  of  accrued 


58 


"credits"  toward  insurance  coverage  in  old  age.  Consideration  should  there- 
fore be  given  to  vesting  such  credits  in  the  individual,  so  that  they  would 
accumulate  over  his  working  lifetime. 

An  important  opportunity  for  covering  under  voluntary  health  insur- 
ance an  increasing  proportion  of  persons  retiring  in  the  future  lies  in  at- 
taching the  coverage  needed  after  retirement  to  the  group  plan  under  which 
persons  are  covered  before  retirement.  To  the  retiree,  this  offers  the  ad- 
vantages of  remaining  under  group  insurance.  Even  though  continuation 
may  be  upon  a  modified  basis  with  respect  to  benefits  or  the  extent  or 
amount  of  the  insurance  cost  which  he  bears,  the  economies  inherent  in 
linking  continued  protection  to  the  group  insurance  program  are  significant 
in  relation  to  other  alternatives  available  to  him  after  retirement.  If  the  pro- 
tection after  retirement  is  made  available  on  a  basis  where  the  cost  of  com- 
plementary coverage  for  retirees  is  pooled  with  that  for  younger  persons, 
a  strong  incentive  is  provided  for  persons  who  are  retiring  to  continue  their 
protection. 

In  view  of  the  advantages,  the  growing  trend  to  extend  such  coverage 
should  be  encouraged  and  accelerated.  Arrangements  should  be  broadened 
to  include  all  employees  reaching  retirement  age,  irrespective  of  their 
length  of  service  with  the  employer,  and  should  provide  continued  protec- 
tion for  the  spouse  of  the  retiree.  Moreover,  arrangements  for  extending 
coverage  should  include  reasonable  safeguards  against  discontinuation  of 
protection  during  the  lifetime  of  retirees  as  a  result  of  changes  in  the  group 
insurance  program  which  affect  the  basis  on  which  the  provision  of  pro- 
tection rests. 
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Guiding  Principles  for  the  Long-Range  Program 

C.  National  Advisory  Council 

A  National  Advisory  Council  on  Health  Insurance  for  the  Aged  should 
be  created  and  charged  with  advising  the  Secretary  in  administering  the 
public  insurance  plan  for  the  aged  and  with  making  periodic  reports  to  the 
Congress  through  the  President  on  the  status,  in  both  the  private  and  public 
sectors,  of  implementation  of  national  policy  for  health  care  of  the  aged. 

DISCUSSION 

This  principle  calls  for  a  strong  advisory  council.  It  would  have  two 
basic  assignments:  1)  participating  in  the  formulation  of  policies  for  admin- 
istering the  public  plan;  and  2)  reviewing  from  the  perspective  of  national 
policy  and  of  the  total  problem,  the  entire  field  of  health  insurance  for  the 
aged,  encompassing  the  dual  public,  private  program. 

Each  of  these  assignments  is  seen  to  be  highly  important  to  successful 
accomplishment  of  the  purposes  of  legislation  on  the  subject  of  health  care 
of  the  aged.  It  is  believed  that  each  of  these  assignments  will  best  be  carried 
out  by  charging  a  single  council  with  both  of  them  because  of  the  nature 
of  the  two  functions  is  such  that  each  one  will  benefit  and  reinforce  the  effec- 
tiveness of  the  other. 

Legislation  establishing  the  National  Advisory  Council  on  Health  In- 
surance for  the  Aged  should  specify  that  the  Council  should  be  broadly 
representative  in  its  composition,  with  its  members  being  appointed  by  the 
President  for  overlapping  terms,  and  with  selection  of  the  chairman  left  to 
the  members  of  the  Council.  To  enable  the  Council  to  discharge  properly  its 
responsibilities,  provision  should  be  made  for  a  small  professional  sec- 
retariat. 

The  Council  should  be  charged  with  providing  advice  to  the  Secretary 
upon  his  request  on  policy  matters  in  the  planning  and  operation  of  the 
public  insurance  plan  for  the  aged.  Moreover,  it  should  be  charged  with 
initiating  at  its  discretion,  recommendations  to  the  Secretary  on  policy 
matters. 

The  Secretary  shoud  be  required  to  consult  regularly  with  the  Council. 
Specifically,  with  respect  to  quality  standards  and  utilization  of  voluntary 
organizations  and  official  state  agencies  as  discussed  under  Principles  7 
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and  8  for  Public  Insurance,  it  should  be  mandatory  that  the  Secretary  seek 
the  advice  and  recommendations  of  the  Council  prior  to  the  establishment 
or  modification  of  policies  on  these  matters. 

In  setting  forth  the  responsibility  of  the  Council  for  preparing  and 
issuing  periodic  reports,  it  should  be  clearly  stipulated  that  such  reports 
should  be  based  upon  review  and  evaluation  of  the  functioning  of  both  pri- 
vate and  public  insurance  for  health  services  for  the  aged,  with  particular 
concern  for  inter-relation  and  coordination  in  developments  and  for  aggre- 
gate effectiveness  in  serving  the  needs  of  the  aged  population.  The  periodic 
reports  of  the  Council  should  include  such  recommendations  as  the  Council 
may  wish  to  make  as  to  desirable  actions  to  be  taken  in  either  the  public 
or  public  sectors  or  in  both.  The  perspective  of  the  Council  in  reviewing 
and  evaluating  from  time  to  time  the  current  status  in  the  nation  of  health 
insurance  for  the  aged  should  be  that  of  broad  and  long  range  objectives  of 
national  policy  and  should  include  recognition  of  changes  and  trends  both 
in  health  care  and  in  the  health  problems  of  aged  persons. 

The  intent  underlying  these  proposals  is  that  the  Council  would  not 
be  a  "window-dressing"  but  that  it  would  have  effective  influence  in  the 
formulation  of  policies  in  the  administration  of  the  public  plan.  By  being 
broadly  representative  in  its  membership  and  by  having  within  its  purview 
the  total  problem  of  health  care  of  the  aged,  it  is  believed  that  the  Council 
not  only  would  contribute  significantly  to  the  success  of  the  public  insurance 
plan  but  beyond  this  would  fulfill  an  important  role  in  furthering  coopera- 
tion and  coordination  between  the  private  and  public  sectors  of  the  nation 
in  accomplishing  the  objectives  of  national  policy. 


62 


SOCIAL  SECURITY  ADMINISTRATION 


Number  11 


July  2,  1964 


SOCIAL  SECURITY  AMENDMENTS  OF  1964 


To  Administrative,  Supervisory, 
and  Technical  Employees 

The  attached  press  release  issued  by  the  Committee 
on  Ways  and  Means  describes  H.  R.  11865,  the  Social  Security 
Amendments  of  1964.    Additional  information  on  the  provisions 
of  the  bill  is  being  prepared  and  will  be  sent  to  you  shortly. 


Robert  M.  Ball 
Commissioner 


Attachment 


FOR  THE  PRESS 

FOR  IMMEDIATE  RELEASE 

JULY  1,  1964 


COMMITTEE  ON  WAYS  AND  MEANS 
U.  S.  HOUSE  OF  REPRESENTATIVES 
1102  LONGWORTH  HOUSE  OFFICE  BLDG. 


SUMMARY  OF  H.  R.  11865,  THE 
"SOCIAL  SECURITY  AMENDMENTS  OF  1964" 

The  Committee  on  Ways  and  Means  today  ordered  favorably 
reported  to  the  House  H.  R.  11865,  the  "Social  Security  Amendments 
of  1964",  which  was  introduced  today  by  Chairman  Mills.     It  is 
anticipated  that  the  Committee  report  on  the  bill  will  be  filed 
by  midnight  Tuesday,  July  7. 

Following  Is  a  summary  of  the  provisions  of  H.R.  11865. 

5%,  Across- the-Board  Benefit  Increase  in 
Old-Age ,  Survivors  and  Disability  Insurance  Benefits 

The  bill  provides  a  5  percent  across-the-board  benefit 
increase,  effective  with  respect  to  all  Social  Security  insurance 
benefit  payments  which  would  be  due  for  the  second  calendar  month 
following  the  date  of  enactment  of  the  bill.     (For  example,  if 
the  bill  should  be  enacted  in  July,  benefit  checks  for  the  month 
of  September  would  reflect  the  5  percent  benefit  increase.)  In- 
creases will  thus  go  to  each  of  the  more  than  20-million  Social 
Security  beneficiaries  on  the  rolls. 

The  family  maximum  benefit  would  be  increased  to  $300 
per  month  when  the  increase  in  the  earnings  base  to  $5400  (now 
$4800)  has  its  full  effect  on  benefits.    Also,  in  the  future, 
the  maximum  individual  benefit  will  be  increased  to  $143.40  (now 
$127),  due  to  a  combination  effect  of  the  5  percent  across-the- 
board  increase  and  the  increase  in  the  earnings  base. 

Benefits  at  Age  72  Or  Over 

H.  R.  11865  would  liberalize  the  eligibility  require- 
ments by  providing  a  basic  benefit  of  $35  at  age  72  or  over  to 
certain  persons  with  a  minimum  of  three  quarters  of  coverage 
which  can  be  acquired  at  any  time  since  the  beginning  of  the 
program  in  1937.    To  accomplish  this,  a  new  concept  of  "tran- 
sitional insured"  status  is  provided.    Present  law  requires  a 
minimum  of  six  quarters  of  coverage  in  employment  or  self- employ- 
ment. 

A.  Men  and  Women  Workers . --The  concept  of  "transitional 
insured"  status  which  would  make  an  individual  eligible  for  an 
old-age  or  wife's  benefit  provides  that  the  oldest  workers  will 
receive  benefits  with  only  three  quarters  of  coverage,  under  the 
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bill.    These  three  quarters  may  have  been  acquired  at  any  time 
since  the  inception  of  the  program  in  1937.    For  those  who  are 
younger,  the  quarters  of  coverage  requirement  would  increase  until 
the  requirement  merges  with  the  present  minimum  requirement  of 
six  quarters. 

The  following  table  illustrates  the  operation  of  the 
"transitional  insured"  status  provision  for  workers: 


Workers  Benefit 


Men 


Age  Quarters  of  Cover- 
(In  1965)      age  Required 


Women 


Age 
(In  1965) 


Quarters  of  Cover- 
age  Required 


76  or  over 
75 
74 

73  or  younger 


3 
4 
5 

6  or  more 


73  or  over 
72 
71 

70  or  younger 


3 
4 
5 

6  or  more 


/  j   ut  yuuuger  o  or  mure  /u  or  youugei  v» 

Benefits  will  not  be  payable,  however ,  until  age  72. 

B.  Widows . — Any  widow  who  is  age  72  or  over  in  1965,  if 
her  husband  died  of  reached  age  65  in  1954  or  earlier,  can  get  a 
widow's  benefit  if  her  husband  had  at  least  three  quarters  of  cover- 
age.   Present  law  requires  six  quarters. 

If  the  husband  died  or  reached  65  in  1955,  the  requirement 
is  four  quarters.    If  he  died  or  reached  65  in  1956,  the  requirement 
would  be  five  quarters.    If  he  died  or  reached  65  in  1957  or  later, 
the  minimum  requirement  would  be  six  quarters,  the  same  as  present 
law. 


For  widows  reaching  age  72  in  1966  and  1967,  there  is  a 
"grading- in"  of  coverage  requirement  of  four    or  five  quarters  of 
coverage,  respectively.    Widows  reaching  age  72  in  1968  or  after 
would  be  subject  to  the  requirements  of  existing  law  of  six  or 
more  quarters  of  coverage. 

The  table  below  sets  forth  the  requirements  as  to  widows: 

Insured  Status  Provisions  With  Respect  to  Widow's  Benefits 

as  to  Quarters  of  Coverage  Required  


Year  of  husband's 

death  (or  attain-  Present 

ment  of  age  65,  Quarters 

if  earlier)  Required 


1954  or  before 
1955 
1956 

1957  or  after 


6 
6 
6 

6  or  more 


Proposed  Quarters  Required  for 
Widow  Attaining  Age  72  in 
1965  or 

before  1966  1967 


3 
4 
5 

6  or  more 


4 
4 
5 

6  or 
more 


5 
5 
5 

6  or  more 


3  - 

Basic  Benefits 

Men  and  Women  Worker 8. --Men  and  women  workers  who  would 
be  eligible  under  the  above- described  provisions  for  workers 
would  receive  a  basic  benefit  of  $35  a  month.    A  wife,  aged  72  or 
over  (and  who  attains  that  age  before  1968)  would  receive  one-half 
of  this  amount,  $17.50.    No  other  dependents'  basic  benefits  would 
be  provided  under  these  provisions. 

Widows . - -Widows  would  receive  $35  a  month  under  the 
above- described  provision. 

These  provisions  would  become  effective  for  the  second 
month  after  the  month  of  enactment. 

Child's  Benefits  Continued  to  Age  22  If  In  School 

The  bill  includes  a  provision  for  the  payment  of  a  child's 
benefit  up  to  the  age  of  22  if  the  child  is  in  school.    Under  pre- 
sent law,  a  child's  benefit  is  terminated  at  the  age  of  18  unless 
the  child  is  disabled.    This  provision  will  benefit  approximately 
275,000  children  who  continue  in  school  past  the  age  of  18  and  who 
are  eligible  to  receive  Social  Security  benefits.    Generally  speak- 
ing, it  will  apply  to  a  child  who  is  going  to  an  accredited  or 
approved  high  school,  college  or  other  school.    This  would  be 
effective  with  respect  to  the  month  following  the  month  iia  which  the 
bill  is  enacted  or  September,  1964,  whichever  is  later.     A  mother's 
benefit  will  not  be  paid  solely  on  the  basis  of  having  such  a  child 
in  her  care. 

Reduced  Age  At  Which  Widows  Can  Receive  Benefits 
With  Actuarial  Reduction 

A  provision  is  included  under  which  widows  may  elect  to 
receive  benefits  at  age  60,  but  with  an  actuarial  reduction  in  the 
benefit  which  they  will  receive.    The  reduced  benefit  will  amount 
to  71^;  percent  of  the  deceased  husband's  primary  amount  where  the 

widow  becomes  entitled  for  the  month  in  which  she  attains  age  60. 
(Where  it  is  elected  not  to  receive  benefits  until  age  62,  th<* 
benefit  would  be  82%  percent  of  the  husband's  primary  amount,  as 
in  present  law.) 

Coverage  Provisions 

The  bill  makes  several  changes  in  existing  law  with 
respect  to  coverage  requirements,  so  as  to  expand  the  coverage 
of  the  existing  Social  Security  program  in  the  direction  of 
more  universal  coverage  of  all  individuals. 

Doctors  of  Medicine  and  Interns:    The  bill  removes 
the  exclusion  in  existing  law  with  respect  to  self-employed 
doctors  of  medicine,  and  interns.    Thus,  about  170,000  such 


individuals  who  are  presently  excluded  will  be  covered  under 
the  system,  effective  with  taxable  years  ending  after 
December  31,  1964. 

Farmers :     The  bill  amends  the  provisions  of  existing  law 
with  respect  to  the  coverage  of  farmers  to  provide  that  farm 
operators  whose  annual  gross  earnings  are  $2,400  or  less  (instead 
of  $1,800  or  less  as  in  existing  law)  can  report  either  their 
actual  net  earnings  or  66-2/3  percent  (as  in  present  law)  of  their 
gross  earnings.    Under  the  bill,  farmers  whose  annual  gross  earn- 
ings are  over  $2,400  would  report  their  actual  net  earnings  if  over 
$1,600,  but  if  actual  net  earnings  are  less  than  $1,600,  they  may 
report  $1,600.     (Present  law  provides  that  farmers  whose  annual 
gross  earnings  are  over  $1,800  report  their  actual  net  earnings  if 
over  $1,200,  but  if  actual  net  earnings  are  less  than  $1,200,  they 
may  report  $1,200.) 

Cash  Tips  and  Gratuities:     The  bill  provides  for  the 
coverage,  as  wages,  of  cash  tips  received  by  an  employee  in  the 
course  of  his  employment. 

(a)  Reporting  of  tips.--  The  employee  would  be  required  to  report 
to  his  employer  in  writing  the  amount  of  tips  received  and  the 
employer  would  report  the  employee's  tips  along  with  the  employee's 
regular  wages.     The  employee's  report  to  his  employer  would  include 
tips  paid  to  him  through  the  employer  as  well  as  those  received 
directly  from  customers  of  the  employer.     Tips  received  by  an 
employee  which  do  not  amount  to  a  total  of  $20  a  month  in  connection 
with  his  work  for  any  one  employer  would  not  be  covered  and  would 
not  be  reported. 

(b)  Tax  on  tips.--  The  employer  would  be  required  to  withhold 
Social  Security  taxes  only  on  tips  reported  by  the  employee  to  him. 
He  would  not  be  required  to  withhold  income  tax  on  such  reported  tips 
The  employer  would  be  responsible  for  the  Social  Security  tax  on  tips 
only  if  the  employee  reported  the  tips  to  him  within  10  days  after 
the  end  of  the  month  in  which  the  tips  were  received.     The  employer 
will  be  permitted  to  gear  these  new  procedures  into  his  usual  pay- 
roll periods.     The  employer  would  pay  over  his  own  and  the  employee's 
share  of  the  tax  on  these  tips  and  would  include  the  tips  with  his 
regular  reports  of  wages.     If  at  the  time  the  employee  report  is  due 
(or,  in  cases  where  the  report  is  made  earlier        if  between  the 
making  of  the  report  and  the  time  it  is  due),  the  employer  does  not 
have  unpaid  wages  or  remuneration  of  the  employee  under  his  control 
sufficient  to  cover  the  employee's  share  of  the  Social  Security  tax 
applicable  to  the  tips  reported,  the  employee  will  pay  his  share  of 
the  tax  with  his  report . 
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If  the  employee  does  not  report  his  tips  to  his  employer  within 
10  days  after  the  end  of  the  month  involved,  the  employer  would  have 
no  liability.     In  such  a  case  the  employee  alone  would  be  liable  for 
the  amount  of  the  combined  tax  (employee  and  employer)  which  should 
be  paid. 

Firemen  and  Policemen:     The  exclusion  in  existing  law  with 
reference  to  firemen  and  policemen  under  retirement  systems  is  re- 
moved by  the  bill  so  that  firemen  and  policemen  are  placed  on  the 
same  basis  as  other  State  and  municipal  employees  except  that  police- 
men and  firemen  must  be  considered  as  a  separate  coverage  group.  Thus 
firemen  and  policemen  under  retirement  systems  can  be  brought  into 
the  Social  Security  system  as  coverage  groups  if  the  referendum  pro- 
visions, and  so  forth,  of  existing  law  are  met.     In  other  words,  the 
absolute  bar  to  coverage  would  be  removed  and  the  coverage  of  police- 
men and  firemen  in  retirement  groups  would  be  up  to  (1)  a  decision 
on  the  part  of  the  State  and/or  the  municipality  that  coverage  is 
desired,  and  (2)  a  vote  of  the  group  itself  on  coverage  under  exist- 
ing referendum  provisions.     The  initiative  as  to  whether  such  groups 
should  be  covered  is,  as  under  present  law,  left  up  to  the  States 
and  cities  involved. 

State  and  local  employees:    The  time  is  extended,  through  1965, 
within  which  certain  State  and  local  employees  under  retirement 
systems  may  elect  coverage. 

The  States  of  Alaska  and  Kentucky  are  added  to  the  list  of 
States  which  are  permitted  to  divide  their  retirement  systems  into 
two  parts  for  Old- Age,  Survivors,  and  Disability  Insurance  covercge 
purposes  (one  part  to  be  composed  of  those  persons  who  desire 
coverage  and  the  other  of  those  persons  who  do  not  wish  coverage) . 

A  provision  for  coverage  of  certain  hospital  employees  in  the 
State  of  California  is  also  included  in  the  bill. 


Financ  ing 

The  benefit  provisions  of  the  bill  are  financed  by  (1)  an 
increase  in  the  earnings  base  from  $4800  to  $5400  (effective 
January  1,  1965),  and  (2)  a  revised  tax  rate  schedule. 

The  tax  rate  schedule  under  existing  law  and  the  revised 
schedule  provided  by  the  bill  follow: 


Years 


Employee-Employer  Rate  (Each) 
Present  Law         H.R.  11865 


Self-Employed  Rate 
Present  Law    H.R.  11865 


1965 
1966 
1967 
1968 
1969-70 
1971  and 
after 


3.6257, 

4.125 

4.125 

4.625 

4.625 

4.625 


3.8% 

4.0 

4.0 

4.5 

4.5 

4.8 


5.4% 

6.2 

6.2 

6.9 

6.9 

6.9 


5.7% 

6.0 

6.0 

6.8 

6.8 

7.2 
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The  financing  of  the  Disability  Insurance  Trust  Fund  was 
strengthened  by  allocating  an  additional  0.15  percent  of  taxable 
wages  (and  a  corresponding  proportion  of  taxable  self- employment 
income)  to  it.     Such  a  reallocation  of  contribution  income  between 
the  two  trust  funds  will  not  affect  the  overall  actuarial  balance 
of  the  program,  but  rather  it  will  provide  a  more  reasonable 
distribution  of  such  income  between  the  two  trust  funds. 

The  overall  effect  of  the  bill,  considering  both  the  additional 
benefits  provided  and  the  additional  financing  provisions,  is  to 
improve  somewhat  the  actuarial  balance  of  the  Old-Age,  Survivors, 
and  Disability  Insurance  program.    This  is  because  the  additional 
financing  provided  is  more  than  adequate  to  provide  for  the  additional 
benefits  included  in  the  bill.     The  estimated  lack  of  actuarial  bal- 
ance of  the  entire  Old-Age,  Survivors  and  Disability  Insurance  program 
under  present  law  is  0.24  percent  of  taxable  payroll.     The  bill  would 
strengthen  the  actuarial  status  of  the  system  by  reducing  this  lack 
of  balance  to  0.20  percent  of  payroll. 

Number  «f  Persons  and  Amount  of  Benefits 


It  is  estimated  that  the  benefit  provisions  of  the  bill  will 
affect  persons  with  an  outgo    of  the  Trust  Funds  in  1965  as  follows: 

5%  benefit  increase  —  20-million  persons,  $900  million 

Child's  benefits  to 
age  22  if  in  school       275,000  children,  $175  million 

Reduced  age  for  widows        180,000  widows,  $150-million 

Reduction  in  eligibility 
Requirements  for  certain 

Persons  aged  72  and  over  --  600,000  persons,  $250-million 
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HOUSE  OF  REPRESENTATIVES  PASSES  H.  R.  11865 

To  Administrative,  Supervisory, 
and  Technical  Employees 

The  House  of  Representatives  today  by  a  vote  of  388  to  8  passed 
H.  R.  11865.    The  bill  was  debated  under  a  rule  that  permitted  only 
Committee  amendments.    No  amendments  were  proposed.    The  bill  is 
therefore  the  same  as  reported  out  by  the  Committee  on  Ways  and  Means 
and  described  in  the  press  release  sent  to  you  as  an  attachment  to 
Commissioner's  Bulletin  Number  11.    The  attached  summary  provides 
additional  information  on  the  bill.    Although  the  summary  duplicates  in 
part  the  brief  explanations  in  the  press  release,  it  provides  all  of  the 
information  in  one  document. 

As  you  of  course  know,  the  Administration's  proposal  for  hospital 
insurance  is  not  included  in  the  bill.    It  is  possible  that  a  provision  for 
hospital  insurance  will  be  added  to  the  bill  when  it  reaches  the  Senate. 
The  final  provisions  of  the  bill  will  of  course  depend  on  how  the  two 
Houses  settle  any  differences  that  may  develop  out  of  the  Senate's 
consideration  of  the  bill. 

The  attachment  also  contains  a  summary  of  two  recently  approved 
bills  affecting  State  and  local  coverage  that  have  recently  become  law. 
Another  social  security  bill,  H.  R.  9393  (described  in  Commissioner's 
Bulletin  Number  10),  is  still  pending  before  the  Senate  Committee  on 
Finance  after  having  been  passed  by  the  House  of  Representatives  on 
April  30,  1964.    As  you  will  recall,  H.  R.  9393  would  eliminate  the 
restriction  on  establishing  a  period  of  disability  beginning  earlier  than 
18  months  before  an  application  is  filed,  extend  the  time  for  the  filing 
of  waiver  certificates  by  ministers,  and  validate  the  erroneous  coverage 
of  certain  engineering  aids  employed  by  localities  in  Oklahoma. 


Robert  M.  Ball 
Commissioner 


Attachment 


Social  Security  Amendments  of  1964 

(h.r.  11865) 


Benefit  Amounts  and  Earnings  Rase 

The  bill  would  increase  benefits  by  5  percent  over  the  benefit  levels 
now  provided  on  average  earnings  up  to  $400  a  month  and  would  increase 
from  $4800  to  $5400  the  amount  of  annual  earnings  that  is  counted  for 
social  security  benefits  and  subject  to  tax  for  the  support  of  the 
program.    The  benefit  increase  would  be  effective  for  the  second  month 
following  the  month  of  enactment.    TJie  earnings  base  increase  would  be 
effective  beginning  with  1965. 

For  retired  workers  now  on  the  benefit  rolls,  monthly  payments  would 
range  from  $42  to  $133. 40,  as  compared  with  $40  to  $127  under  present 
law.     People  coming  on  the  rolls  in  the  future  whose  benefits  are 
based  on  annual  earnings  of  $4800  or  less  would  get  benefits  5  percent 
higher  than  they  would  get  under  present  law.     Because  of  the  increase 
that  would  be  provided  in  the  earnings  base,  people  coming  on  the  rolls 
in  the  future  with  benefits  based  on  annual  earnings  of  more  than  $4800 
would  of  course  get  benefits  of  more  than  $133 .40;  the  ultimate  maximum 
benefit  amount,  payable  on  average  monthly  earnings  of  $446  to  $450, 
would  be  $143.40. 

The  effect  of  the  $5,400  earnings  base  will  of  course  be  quite  gradual, 
but  some  people  will  benefit  substantially  quite  soon.    The  most  sub- 
stantial and  quickly  effective  increases  in  benefits  under  the  bill 
would  be  realized  by  workers  who  are  now  65  or  over  (62  or  over  for 
women)  and  continue  in  covered  work  at  maximum  creditable  earnings. 
Their  years  of  higher  creditable  earnings  under  the  new  wage  base  can 
be  substituted  for  earlier  years  of  low  earnings.    The  following  table 
compares  the  benefits  that  would  be  paid  under  present  law  and  under 
the  bill  to  men  who  reach  age  65  this  year  or  next,  have  had  maximum 
taxable  earnings  since  1956",  and  continue  to  have  maximum  taxable 
earnings  after  reaching  age  65  and  up  to  a  specified  future  year. 


Benefit  for  a  man  reaching  age  65  in-- 


Maximum 
taxable 
earnings 
up  to-- 


Present 
law 


196U 


H.R. 

11865 


Present 
law 


1965 


H.R. 

11865 


1964 

1965 

1966 

1967 
1968 

1969 
1970 
1971 
1972 
1973 
197^ 


$123 
124 
125 
127 
127 
127 
127 
127 
127 
127 
127 


$130 . 20 
133-40 
135-40 
137 • 40 
138.40 
139.40 
141.40 
142.40 
143.40 
143.40 


$123 
124 
126 
127 
127 
127 
127 
127 
127 
127 


$129.20 
132.30 
134.40 
136.40 
138.40 
139.40 
140.40 
141.40 
142.40 
143.40 


The  bill  would  also  provide  substantial  increases  in  benefits  over  present 
law  for  people  now  under  65  who  have  always  had  maximum  creditable  earn- 
ings each  year.    The  following  table  compares  the  average  monthly  earnings 
and  the  corresponding  benefits,  under  present  law  and  under  the  provisions 
of  the  bill,  for  a  man  who  will  have  had  maximum  creditable  earnings  in 
all  years  up  to  the  year  in  which  he  dies,  becomes  disabled,  or  reaches 
age  65  and  retires. 


Present  law 

H.R. 

11865 

Year  of  death, 

Average 

Primary 

Average 

Primary 

disability,  or 

LL1\J  1 1  Uli-L  V 

monthly 

insurance 

attainment  of  ase  65 

earnings 

amount 

earninff s 

amount 

1964 

$381 

$123 

$381 

$129.20 

1965 

383 

123 

383 

129.20 

1966 

385 

124 

390 

131.30 

1967 

386 

124 

395 

132.30 

1968 

387 

124 

400* 

133.40 

1969 

388 

124 

403 

133-40 

1970 

389 

124 

407 

134.40 

1980 

393 

125 

425 

138.40 

1990 

395 

126 

432 

140.40 

2000 

400* 

127 

446** 

143.40 

*Note  that  under  the  bill  average  monthly  earnings  as  high  as  $400  (the 
maximum  under  present  law)  become  possible  in  1963,  whereas  under  present 
law  men  retiring  at  age  65  could  not  generally  have  average  monthly  earn- 
ings of  $400  until  after  1996. 

**The  maximum  $143.40  benefit  under  the  bill  is  payable  at  average 
monthly  earnings  levels  of  $446-450. 

The  maximum  amount  of  benefits  payable  to  a  family  would  be  related  to 
the  worker's  earnings  at  higher  average  monthly  earnings  levels,  as  well 
as  at  the  lower  levels  as  under  present  law.    Instead  of  a  maximum  dollar 
amount  that  would  apply  (as  the  $254  family  maximum  does  now)  over  a  wide 
range  of  average  monthly  earnings,  a  different  maximum  amount  would  be 
provided  by  the  bill  at  virtually  every  average  monthly  wage  bracket  in 
the  benefit  table,  from  a  minimum  of  $63  to  a  maximum  of  $300.    The  maxi- 
mum amount  payable  to  a  family  at  the  $400  average  monthly  earnings  level 
would  be  $281.20,  as  compared  with  $254  under  present  law.    Each  beneficiary 
on  the  rolls  at  the  time  of  the  benefit  increase  would  be  assured  of  an 
increase  of  no  less  than  5  percent  over  his  benefit  amount  for  the  month 
before  the  benefit  increase  becomes  effective. 
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The  increase  in  the  earnings  base  proposed  by  the  bill,  from  $4800  to 
$5*+00,  moves  substantially  in  the  direction  of  restoring  the  relation- 
ship between  earnings  levels  and  the  earnings  base  that  the  $4800 
earnings  base  would  have  established  when  it  was  enacted  in  1958  had 
it  gone  into  effect  in  that  year.     (To  completely  restore  the  situation 
that  the  $4800  would  have  accomplished  in  1958- -that  is,  to  increase  the 
earnings  base  just  to  bring  it  in  line  with  increases  in  earnings  levels 
since  1958--would  require  an  increase  to  $6000  this  year.)    In  1958  a 
$4800  base  would  have  covered  all  of  the  annual  earnings  of  55  percent  of 
regularly  employed  men  in  covered  wage  and  salary  employment;  it  is  esti- 
mated that  the  proposed  $5^00  base,  if  it  were  in  effect  this  year,  would 
cover  all  of  the  annual  earnings  of  kQ  percent  of  such  regularly  employed 
men.    The  $4800  base  this  year  covers  the  total  earnings  of  39  percent  of 
regularly  employed  men  in  covered  wage  and  salary  employment. 

Widow's  Benefits 

The  bill  makes  widow's  benefits  available  beginning  at  age  60,  with  the 
benefits  actuarially  reduced  to  take  account  of  the  longer  period  over 
which  they  would  be  paid.    The  reduction  factor  for  widow's  benefits 
would  be  the  same  as  that  now  applicable  to  old-age  insurance  benefits-- 
five-ninths  of  one  percent  a  month  (  6  2/3  percent  for  each  full  year)-- 
but  would  be  applicable  only  to  those  months  for  which  the  benefit  is 
paid  before  age  62.    The  maximum  2k- month  reduction  would  be  13  l/3 
percent  off  the  amount  that  would  be  payable  at  age  62.    Thus  where  the 
husband's  primary  insurance  amount  was  $100  and  the  unreduced  widow's 
benefit  was  $82.50,  the  widow's  benefit  beginning  at  age  60  would  be 
$71.50;  at  age  6l  the  widow's  benefit  would  be  $76.90.     (A  widow's  bene- 
fit payable  beginning  at  age  60  would  be  71  1/2  percent  of  the  husband's 
primary  insurance  amount --rather  than  71  l/^  percent  as  indicated  in  the 
press  release  attached  to  Commissioner's  Bulletin  Number  11,  dated 
July  2.) 

Regardless  of  the  provisions  for  actuarial  reduction  of  widow's  benefits, 
no  widow  would  get  less  than  75  percent  of  her  husband's  primary  insurance 
amount—the  amount  of  the  mother's  benefit  —  for  any  month  in  which  she  had 

in  her  care  a  child  of  her  husband  entitled  to  child's  benefits. 

An  estimated  180,000  widows  aged  60-6l  on  the  effective  date  of  this 
provision- -the  month  after  the  month  of  enactment --are  expected  to  claim 
benefits  during  the  first  year  of  operation.     Benefit  payments  to  these 
widows  would  be  about  $150  million  in  the  first  year. 

Benefits  for  Children  Attending  School  after  Attaining  Age  18 

Benefits  would  be  payable  to  a  child  age  18  through  21  while  he  is  attending 
school.    The  bill  would  not  pay  benefits  to  a  mother  whose  only  child  is 
over  18  and  getting  benefits  because  he  is  attending  school.    An  estimated 
275,000  children  aged  18  through  21  are  expected  to  claim  $175  million  in 
benefits  during  the  first  year  the  provision  is  in  effect. 


Under  this  provision  the  benefits  payable  to  a  child  who  is  on  the  benefit 
roll  and  attains  age  l8  in  or  after  the  second  month  following  enactment 
of  the  bill  vrill  not  be  terminated  if  the  child  is  attending  school.  A 
child  who  attained  age  l8  earlier  and  who  is  going  to  school  can  become 
entitled  to  benefits  by  filing  a  new  application.    After  enactment  a  child 
who  is  not  going  to  school  when  he  attains  age  l8  or  who  stops  going  to 
school  after  age  l8  will  have  his  benefits  terminated  when  he  is  age  l8 
or  with  the  last  month  in  which  he  attends  school.     If  he  should  return 
to  school,  he  can  become  re-entitled  to  benefits  by  filing  a  new  applica- 
tion, but  he  will  not  have  to  re-establish  his  dependency  on  his  parent. 
A  child  whose  father  dies  or  retires  after  the  child  is  l8  can  become 
entitled  to  benefits  if  he  is  attending  school.    Benefits  will  be  paid 
for  up  to  four  months  of  vacation  to  a  person  who  shows  that  he  intends 
to  continue  in  school  immediately  after  the  end  of  the  vacation  period. 
The  benefits  paid  during  a  vacation  period  to  a  child  who  did  not  return 
to  school  would  not  be  an  overpayment  if  it  is  shown  that  he  had  in  fact 
intended  to  return;  if  it  is  shown  that  the  child  had  not  in  fact 
intended  to  return  to  school,  an  overpayment  could  be  found. 

An  educational  institution  is  defined  so  as  to  permit  the  payment  of 
benefits  to  students  taking  vocational  as  well  as  academic  courses.  The 
definition  includes  all  public  schools,  colleges,  and  universities  and 
all  accredited  private  schools,  colleges  or  universities.    An  accredited 
school  would  be  one  approved  by  a  State -re cognized  or  nationally  recog- 
nized accrediting  association.     Regional  accrediting  associations,  such 
as  the  Southern  Association  of  Colleges  and  Secondary  Schools,  are 
nationally  recognized;  other  nationally  recognized  accrediting  associations 
would  include,  for  example,  the  American  Association  of  Business  Colleges. 
In  addition,  the  Secretary  of  Health,  Education,  and  Welfare  would  be 
authorized  to  prescribe  regulations  defining  the  standards  for  schools 
for  which  no  accrediting  body  exists  or  which  are  newly  established  and 
which  have  not  been  in  existence  for  a  long  enough  period  to  qualify  for 
approval  or  accreditation  by  an  accrediting  agency. 

Whether  or  not  a  child  is  attending  school  full  time  will  be  determined 
in  accordance  with  regulations  to  be  issued  by  the  Secretary;  the  regula- 
tions must  take  into  account  the  standards  and  practices  of  the  schools 
involved.     Specifically  excluded  from  the  definition  of  a  full-time 
student  is  a  person  who  is  paid  by  his  employer  for  attending  school. 

Automatic  Recomputation  of  Benefits 

The  bill  would  provide  for  the  annual  automatic  recomputation  of  benefits. 
By  eliminating  the  requirement  that  the  beneficiary  must  file  an  applica- 
tion the  provision  would  assure  that  workers  on  the  rolls  will  get 
re computations  to  take  account  of  any  earnings  they  may  have  after  entitle- 
ment that  would  raise  their  benefit  amounts.    Experience  has  shown  that  a 
large  number  of  people  who  are  eligible  for  benefit  recomputations  to  take 
account  of  additional  earnings,  and  who  would  profit  from  such  recomputations, 
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fail  to  apply  for  them.    With  the  improved  electronic  equipment  that  is 
now  used  to  compute  benefit  amounts,  it  is  both  feasible  and  adminis- 
tratively advantageous  to  handle  these  recomputation  on  an  automatic- 
basis  . 

An  additional  effect  of  the  change  would  be  to  assure  that  no  one  would 
be  disadvantaged  by  applying  for  benefits  at  age  65.     Under  present  law 
this  is  not  so,  since  in  a  few  situations  a  larger  amount  of  benefits 
is  payable  to  a  worker  who  delays  the  filing  of  his  application  than 
would  be  paid  if  he  applied  at  age  65.     In  some  situations,  therefore, 
people  do  not  know  whether  to  apply  for  benefits  or  to  defer  application. 
Sometimes  when  they  apply  it  turns  out  to  have  been  disadvantageous. 
This  dilemma  is  resolved  when  it  becomes  possible  to  assure  everyone 
that  he  cannot  lose  by  applying  at  age  65. 

In  connection  with  providing  for  automatic  recomputations,  several  changes 
have  been  made  in  the  provisions  for  the  computation  and  recomputation  of 
a  worker's  benefit  amount.    Under  the  new  provisions  for  computing  a 
worker's  benefit,  the  amount  payable  in  any  year  (in  a  life  case)  would 
be  based  on  earnings  up  to  that  year.    Benefits  for  survivors  (payable 
beginning  with  the  month  of  death)  could  be  based  on  earnings  through  the 
year  of  death.     These  changes  in  the  computation  and  recomputation  provi- 
sions would  not  only  eliminate  the  application  requirement  for  a  recomputa- 
tion, but  would  also  reduce  the  number  of  cases  where  employers  must  be 
contacted  for  the  development  of  lag  wages. 

The  initial  benefit  computation  would  be  based  on  earnings  up  to  the  year 
of  entitlement  to  benefits.    Once  the  person  was  on  the  rolls,  his  bene- 
fits would  be  automatically  recomputed  to  take  account  of  earnings  in  or 
after  the  year  he  came  on  the  rolls.     Benefits  would  be  recomputed  each 
year  to  take  account  of  earnings  up  to  that  year,  and  the  higher  benefit 
amounts  would  be  payable  beginning  with  January  of  the  year  following  the 
year  in  which  the  earnings  were  received.     In  death  cases,  benefits  payable 
to  survivors  would  be  recomputed  to  include  earnings  through  the  year  of 
death,  and  the  higher  benefits  would  be  payable  to  survivors  beginning 
with  the  month  of  death.     The  recomputation  would  be  made  without  any 
requirement  that  an  application  be  filed,  without  regard  to  whether  an 
individual  has  earnings  of  more  than  $1,200  in  a  year  after  entitlement 
to  benefits,  and  without  regard  to  whether  he  had  6  quarters  of  coverage 
after  1950. 

Any  worker  who  would  profit  from  a  recomputation  under  present  law  and  who 
has  not  filed  an  application  for  a  recomputation  prior  to  19&5  would  have 
his  benefit  automatically  recomputed  as  if  he  had  filed  for  the  recomputa- 
tion on  January  1,  19^5 • 

Since  the  automatic  recomputations  will  be  based  on  posted  wages  and  self- 
employment  income,  the  increases  that  result  from  recomputations  will  be 
made  after  the  earnings  for  a  year  have  been  posted.     If  the  beneficiary 
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objects  to  the  delay  under  the  automatic  recomputation  provisions,  he 
may  get  an  earlier  recomputation  "by  filing  an  application  and  submitting 
acceptable  evidence  of  his  additional  earnings. 


Transitional  Insured  Status 


The  bill  provides  benefits  for  people  now  in  their  70' s  or  older  who, 
though  they  worked  in  covered  jobs,  did  not  have  an  opportunity  to  work 
long  enough  to  become  insured  under  the  program,  and  for  the  wives  and 
widows  of  men  in  this  category  if  these  wives  and  widows  are  also  along 
in  years.    Under  this  provision,  benefits  would  be  payable  at  age  72  to 
people  who  have  (as  required  under  present  law)  at  least  1  quarter  of 
coverage  for  every  year  elapsing  after  1950  and  up  to  the  year  of  attain- 
ment of  age  65  for  men  (62  for  women)  but  who  had  only  3>       or  5  quarters 
of  coverage  rather  than  the  minimum  of  6  required  under  present  law.  No 
auxiliary  benefits  other  than  benefits  for  wives  and  widows  who  will  reach 
age  72  before  1968  would  be  payable  under  this  provision. 

Under  the  bill,  a  person  who  attained  age  65  (62  for  women)  in  or  before 
195^  would  be  insured  under  the  special  provision  if  he  had  3  quarters  of 
coverage;  he  would  need  k  quarters  of  coverage  if  he  attained  retirement 
age  in  1955;  and  5  quarters  of  coverage  if  he  attained  retirement  age  in 
1956.    The  special  insured  status  requirements  for  old-age  benefits  would 
coincide  with  the  regular  insured  status  requirement  of  present  law  with 
respect  to  people  who  reached  retirement  age  in  or  after  1957  and  would 
therefore  not  be  effective  for  men  who  reach  age  72  in  or  after  196k  or 
for  women  workers  who  reach  72  in  or  after  1967-    People  who  became  insured 
under  the  special  provision  would  get  $35  a  month  and  their  wives,  if  they 
attained  age  72  before  1968,  would  get  $17.50. 

The  following  table  shows  the  quarters  of  coverage  required  of  workers 
under  the  transitional  insured  status  provision: 


Age 
in  1965 

76  or  over 

75 

7^ 

73  or  younger 


Men  

Quarters  of  Coverage 
Required  


Women 


Age 
in  1965 


3 


or  more 


73  or  over 
72 
71 

70  or  younger 


Quarters  of  Coverage 
 Required  

3 
k 

5 

6  or  more 


Benefits  will  not  be  payable  under  this  special  provision  until  the  person 
reaches  age  72. 

Widow's  benefits  of  $35  a  month  would  be  payable  under  the  special  provision 
to  a  widow  who  reached  age  72  before  1968  if  her  husband  had  become  eligible 
for  old-age  benefits  under  the  special  provision.    Also,  a  widow  whose 
husband  had  died  or  attained  age  65  in  or  before  1956  could  get  benefits  if 
her  husband  had  at  least  one  quarter  of  coverage  for  each  year  after  1950 


and  up  to  the  year  he  reached  age  65  or  died,  whichever  occurred  first; 
the  number  of  quarters  of  coverage  required  would  depend  both  on  the 
husband's  age  and  the  widow's.    The  following  table  sets  forth  the 
requirements  for  widow's  benefits: 


Number  of  quarters  of  coverage 
required  by  H.R.  II865  for  a 
widow  attaining  age  72  in: 
1965  or  before      I90I3  1967 


Year  of  husband's 
death  (or  attain- 
ment of  age  65 , 
if  earlier) 

195I+  or  before 

1955 
1956 

1957  or  after 


Number  of  quarters 
of  coverage  required 
by  present  law 


6 

6  • 
6 

6  or  more 


3 
k 

5 

6  or  more 


h  5 
h  5 

5  5 

6  or  more  6  or  more 


The  following  example  of  the  case  of  a  man  born  in  1889,  and  his  wife  born 
in  189^,  may  be  helpful  in  understanding  the  effect  of  the  dual  requirements 
for  widow's  benefits  under  the  bill.    The  man  would  reach  age  75  and  his 
wife  would  reach  70  in  ISSh.    The  man  had  3  quarters  of  coverage.  Under 
the  bill,  he  would  need  3  quarters  of  coverage  to  be  insured  under  the 
transitional  insured  status  provision  and,  if  he  was  alive  in  the  effective 
month  of  the  provision — the  second  month  after  the  month  of  enactment — he 
could  get  benefits.     If  he  was  living  in  1966,  when  his  wife  reached  age  72, 
she  could  get  wife's  benefits;  if  he  died  in  or  after  the  effective  month 
of  the  provision  she  could  get  widow's  benefits  at  72,  since  he  became 
eligible  for  old-age  benefits  under  the  special  provision.     If  he  died 
before  the  effective  month  of  the  provision,  his  widow's  eligibility  for 
benefits  would  depend  both  on  his  insured  status  and  on  her  age.  Since 
she  would  not  reach  age  72  until  1966,  when  the  minimum  number  of  quarters 
of  coverage  required  for  widow's  benefits  will  be  (under  the  bill)  k,  she 
could  not  get  widow's  benefits  under  the  bill;  if  she  had  reached  72  in 
1965,  though,  she  would  have  been  able  to  get  widow's  benefits  since  only 
3  quarters  of  coverage  would  have  been  required. 

It  is  estimated  that  within  the  first  full  year  of  operations  about  600,000 
people  would  get  a  total  of  about  $250  million  in  benefits  under  the  pro- 
vision. 

Extensions  of  Coverage 

The  bill  would  extend  social  security  coverage  to  self -employment  income 
from  the  practice  of  medicine,  cover  tips  as  wages,  remove  the  present 
prohibition  in  Federal  law  against  covering  policemen  and  firemen  retirement - 
system  members  in  31  States,  make  several  other  changes  in  the  coverage 
provisions  applicable  to  State  and  local  government  employees  and  modify 
the  optional  method  of  reporting  that  is  available  to  self-employed  farmers. 
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Coverage  of  physicians*    Coverage  would  be  provided  for  self-employed 
physicians  on  a  compulsory  basis.    Coverage  would  also  be  extended  to 
interns.    Self-employed  physicians  (170,000)  would  be  covered  for  taxable 
years  ending  after  December  31>  1964.    Interns  would  be  covered  beginning 
on  January  1,  1965*    Self-employed  physicians  are  the  only  group  whose 
self -employment  income  is  excluded  from  coverage. 

Coverage  of  tips.    The  bill  provides  for  coverage  of  cash  tips  received 
by  employees  as  wages.    Coverage  of  employees'  tips  would  improve  social 
security  protection  for  more  than  a  million  employees  and  for  their 
dependents.    It  is  estimated  that  the  amount  of  tips  received  by  employees 
who  get  tips  regularly  is  more  than  $1  billion  a  year. 

Under  the  bill,  cash  tips  received  by  an  employee  in  the  course  of  his 
employment  would  be  covered  whether  he  received  them  directly  from 
customers  of  his  employer  or  through  his  employer.    To  avoid  requiring 
employees  and  employers  to  report  small  amounts  of  tips  that  might  be 
burdensome  on  employers  and  that  would  have  little  or  no  effect  on  the 
employee's  benefit  amount,  tips  received  by  an  employee  which  do  not  total 
at  least  $20  in  a  calendar  month  in  connection  with  his  work  for  any  one 
employer  would  be  excluded  from  coverage.    Tips  would  count  as  wages  for 
purposes  of  the  retirement  test  as  well  as  for  benefit  computation.  (Tips 
would  not  be  counted  as  wages  for  income  tax  withholding  purposes;  a 
provision  to  count  them  for  withholding,  although  included  in  early 
announcements,  was  not  included  in  the  bill.) 

The  employee  would  be  required  to  report  to  his  employer  in  writing  the 
amount  of  tips  received  in  a  month  so  that  the  employer  could  report  the 
tip  income  along  with  the  employee's  regular  wages.    The  employee's  report 
would  include  tips  paid  to  him  through  the  employer  as  well  as  those 
received  directly  from  customers  of  the  employer.    The  report  for  a  month 
would  be  due  on  or  before  the  close  of  the  10th  day  following  the  month 
in  which  the  tips  were  received.     (The  employer  would  be  permitted  to  gear 
the  reporting  provisions  into  his  usual  payroll  periods,  and  he  could 
deduct  the  employee's  tax  on  tips  reported  to  him  even  though  at  the  time 
of  the  report  the  amount  reported  for  the  month  was  less  than  $20.)  Tips 
would  not  be  considered  reported  by  the  employee  unless  the  employer  had 
available  unpaid  cash  wages  of  the  employee,  or  funds  that  the  employee 
turned  over  to  him,  that  were  sufficient  to  cover  the  employee's  share  of 
the  tax.    An  employee  who  failed,  without  reasonable  cause,  to  report  to 
the  employer  some  or  all  of  his  tips  as  required  would  have  to  pay  the 
employee's  social  security  tax,  and  a  penalty  in  an  amount  equal  to  the 
employee  tax,  on  the  unreported  tips. 

The  coverage  would  be  effective  with  respect  to  tips  received  after  196k. 

Coverage  of  policemen  and  firemen.    Coverage  would  be  made  available  in 
all  States  to  policemen  and  firemen  in  positions  covered  under  State  or 
local  government  retirement  systems,  but  policemen  and  firemen  could  not 
be  brought  under  coverage  as  a  part  of  a  group  which  included  persons  in 
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positions  other  than  policemen  and  firemen  positions.    The  separation 
of  policemen  and  firemen  into  a  separate  coverage  group  is  intended  to 
assure  that  such  employees  will  not  be  covered  because  employees  other 
than  policemen  and  firemen  desire  social  security  protection.  The 
amendment  would  be  effective  with  respect  to  modifications  of  State 
agreements  approved  after  November  30,  196^.    About  230,000  policemen 
and  firemen  would  be  made  eligible  for  coverage  by  the  bill. 

This  provision  would  have  the  effect  of  permitting  all  States  to  cover 
whatever  groups  of  policemen  and  firemen  they  chose  to  bring  under  social 
security,  subject  of  course  to  the  provisions  of  the  law  which  give 
policemen  and  firemen  a  voice  in  the  coverage  decision.     (Under  the 
"referendum"  provision,  applicable  to  all  States,  coverage  is  extended 
only  upon  a  favorable  majority  vote  of  the  group,  while  under  the  "divided 
retirement  system"  provision,  now  applicable  to  17  States,  only  those 
current  members  of  the  group  who  desire  coverage  are  covered,  with  all 
future  members  covered  compulsorily. )    The  provision  would  eliminate  a 
provision  of  the  Federal  law  applying  to  certain  specified  States  only. 

Other  State  and  local  amendments .    Another  opportunity  would  be  provided, 
through  1965 )  for  the  election  of  coverage  by  people  under  State  or  local 
government  retirement  systems  who  originally  did  not  choose  coverage  under 
the  divided  retirement  system  provision.    This  amendment  would  be  effective 
upon  enactment. 

The  social  security  coverage  of  employees  obtaining  coverage  as  a  result 
of  the  further  opportunity  provided  by  the  proposed  amendment  would  have 
to  begin  on  the  same  date  as  for  those  covered  when  the  group  was 
originally  covered.    Thus,  the  employees  electing  coverage  as  a  result 
of  this  amendment  would  have  no  advantage — or  disadvantage — with  respect 
to  the  beginning  date  for  coverage,  as  compared  with  persons  covered  at 
the  first  opportunity.    However,  many  of  the  employees  who  would  be 
permitted  to  obtain  social  security  protection  under  this  provision  would 
be  given  a  period  of  time  long  after  the  initial  coverage  of  the  group  of 
which  they  are  members  within  which  to  reconsider  their  decision  as  to 
coverage,  thus  having  the  advantage  of  further  knowledge  of  retirement 
prospects  and  other  factors.     It  is  important  of  course  that  the  time 
limits  for  electing  coverage  be  maintained  and  that  it  be  known  they  will 
be  maintained.    Otherwise  it  would  be  only  natural  for  people  to  delay 
choosing  coverage  with  the  hope  that  they  could  do  so  if  it  became  clear 
that  they  would  receive  a  large  return  for  their  contributions  to  the 
program.    The  Committee  took  the  view  that  this  reopening  by  H.R.  II865 
of  the  opportunity  for  electing  coverage  under  the  divided  retirement 
system  provision  should  be  the  last  such  opportunity. 

Under  another  provision  of  the  bill  Alaska  and  Kentucky  would  be  added  to 
the  list  of  States  that  may  cover  State  and  local  government  employees 
under  the  divided  retirement  system  provision.    This  amendment  would  be 
effective  upon  enactment. 
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Coverage  would  be  extended  to  certain  hospital  employees  in  California 
whose  positions  were  removed  from  a  State  or  local  government  retirement 
system.    In  general,  the  coverage  provided  under  this  special  provision 
begins  on  January  1,  1962. 

Computation  of  covered  self -employment  income  from  agriculture.  The 
maximum  amount  of  gross  farm  income  that  farmers  may  use  as  a  base  for 
computing  covered  farm  self -employment  income,  under  the  optional  reporting 
method  based  on  gross  income,  would  be  increased  from  $1,800  to  $2,^00. 
This  amendment  would  be  effective  with  respect  to  taxable  years  beginning 
after  December  31,  196li-. 

Thus,  under  the  bill,  if  annual  gross  income  from  agricultural  self- 
employment  is  §2,k00  or  less,  either  actual  net  earnings  (if  $MX>  or  more) 
or  two-thirds  of  gross  income  may  be  reported;  if  gross  income  from 
agricultural  self -employment  is  over  $2,^00  and  net  earnings  are  less  than 
$1,600,  either  net  earnings  (if  §kO0  or  more)  or  $1,600  (two- thirds  of 
$2,400)  may  be  reported;  if  the  annual  gross  income  is  more  than  $2,l*-00 
and  net  earnings  are  $1,600  or  more,  actual  net  earnings  must  be  reported. 

Financing 

The  improvements  made  by  the  bill  would  be  financed  by  increasing  the 
earnings  base  from  $4,800  to  $5>^0  beginning  January  1,  1965)  and  by  a 
revised  tax  schedule. 

In  addition  to  making  higher  benefits  possible  for  people  at  average  and 
above -average  earnings  levels,  an  increase  in  the  earnings  base  results  in 
a  decrease  in  the  cost  of  the  program  expressed  as  a  percentage  of  covered 
payrolls.    While  higher  benefits  are  paid  on  the  basis  of  higher  earnings, 
raising  the  earnings  base  results  in  a  net  saving  to  the  program  because 
the  law  provides  benefits  that  are  a  higher  percentage  of  earnings  at  lower 
earnings  levels  than  at  the  higher  levels  but  the  income  is  determined  by 
a  flat  percentage  tax.    The  cost  of  providing  these  higher  benefits  is  less 
than  the  additional  income  from  the  contributions  on  earnings  that  fall 
between  the  present  and  the  new  earnings  base.    The  proposed  increases  in 
the  earnings  base  would  produce  a  net  saving  equivalent  to  .25  percent  of 
taxable  payroll. 

The  tax  rate  schedule  under  existing  law  and  the  revised  schedule  provided 
by  the  bill  follow: 


Employee -Employer 

Rate  (Each) 

Self -Employed  Rate 

Year 

Present  Law 

H.R.  11865 

Present  Law 

H.R.  II865 

1965 

3  5/8  (3.625)* 

3.8* 

5-7* 

1966 

k  1/8  (^. 125) 

h.o 

6.2 

6.0 

1967 

k  1/8  (U.125) 

k.o 

6.2 

6.0 

1968 

k  5/8  (^.625) 

k.5 

6.9 

6.8 

1969-70 

k  5/8  {k.625) 

h.5 

6.9 

6.8 

1971  and 

k  5/8  (^.625) 

k.d 

6.9 

7.2 

after 
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The  bill  would  reallocate  to  the  disability  insurance  trust  fund  0.15 
percent  of  taxable  wages  and  0.1125  percent  of  taxable  self -employment 
income  that  is  now  allocated  to  the  old-age  and  survivors  insurance 
trust  fund.    This  will  bring  the  total  allocation  to  the  disability 
trust  fund  to  O.65  percent  of  taxable  wages  and  0.4875  of  taxable  self- 
employment  income  for  years  beginning  after  I96U  and  will  bring  this 
fund  into  almost  exact  balance  (an  imbalance  of  only  .01  percent  of 
taxable  payroll)  as  contrasted  with  the  present  imbalance  of  O.lh  per- 
cent of  taxable  payroll.    The  reallocation  is  based  on  recommendations 
made  by  the  Board  of  Trustees  in  their  23rd  and  24th  annual  reports, 
(in  the  24th  annual  report  the  Trustees  recommended  an  increase  of  0.10 
percent  of  taxable  payroll  and  0.75  percent  of  taxable  self -employment 
income.    However,  taking  account  of  the  cost  to  the  disability  insurance 
fund  of  the  changes  that  would  be  made  by  the  bill,  the  Committee  on  Ways 
and  Means  decided  that  an  allocation  of  0.15  percent  of  taxable  payroll 
was  more  appropriate.)    The  change  is  needed  because  disability  insurance 
termination  rates  due  to  death  and  recovery  have  been  lower  than  previ- 
ously anticipated,  with  the  result  that  the  costs  of  the  disability 
insurance  part  of  the  program  have,  since  the  addition  of  dependents' 
benefits  and  the  elimination  of  the  age-50  restriction,  been  somewhat 
higher  than  expected.    This  change  will  not  affect  the  actuarial 
balance  of  the  whole  program.    It  will,  however,  provide  a  more  reason- 
able division  of  income  between  the  old-age  and  survivors  insurance  trust 
fund  and  the  disability  insurance  trust  fund. 

The  changes  made  by  the  bill  would  significantly  improve  the  actuarial 
position  of  the  social  security  program  as  a  whole.    The  estimated 
actuarial  deficit  of  0.24  percent  of  taxable  payroll  for  the  present 
system  would  be  reduced  to  0.20  percent  (0.19  percent  for  the  old-age 
and  survivors  insurance  part  of  the  program  and  0.01  percent  for  the 
disability  insurance  part),  which  is  well  below  the  amounts  of  imbalance 
that  had  generally  prevailed  in  the  past  when  the  system  had  been  consid- 
ered to  be  in  substantial  actuarial  balance. 

Railroad  Retirement  Tax  Rates 

The  present  Railroad  Retirement  Tax  Act  contains  provisions  which  auto- 
matically increase  tax  rates  under  the  railroad  retirement  system  in  the 
same  amount,  and  at  the  same  time,  as  any  social  security  contribution 
rate  increases  that  go  into  effect  after  196k.    H.R.  II865  amends  that 
Act  to  provide  that  only  the  increases  in  social  security  contribution 
rates  scheduled  in  present  law  will  automatically  increase  railroad 
retirement  tax  rates.    This  avoids  increasing  railroad  retirement  tax 
rates  because  of  the  increases  in  the  social  security  contribution  rates 
provided  for  in  the  bill.    Railroad  retirement  matters  are  of  course 
handled  by  the  Committee  on  Interstate  and  Foreign  Commerce  of  the  House 
of  Representatives,  rather  than  by  the  Committee  on  Ways  and  Means,  and 
it  seems  probable  that  the  Committee  on  Ways  and  Means  believed  that 
additional  increases  in  the  railroad  retirement  tax  rates  should  not  be 
made  unless  and  until  such  increases  were  recommended  by  the  committees 
of  the  Congress  which  handle  railroad  matters. 
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Recently  Approved  State  and  Local  Bills 
Public  Lav  88-350 

H.R.  33^8>  which  "became  Public  Law  88-350  when  signed  by  President  Johnson 
on  July  2,  196*4- ,  has  two  sections,  both  relating  to  State  and  local 
coverage.    Section  one  reinstates  a  provision  of  law  which  permitted  the 
State  of  Maine  to  treat  teachers  and  nonteaching  employees  who  are 
actually  in  the  same  retirement  system  as  though  they  were  under  separate 
retirement  systems  for  social  security  coverage  purposes.    The  original 
provision,  enacted  on  August  28,  195&>  as  part  of  the  Social  Security 
Amendments  of  195$,  expired  on  June  30 ,  i960.    The  Social  Security  Amend- 
ments of  i960  reopened  the  provision  until  July  1,  1961.    P.L.  88-350 
reopens  the  provision  until  July  1,  1965 • 

The  second  section  of  the  new  law  adds  Texas  to  the  list  of  States,  now 
19  in  number,  which  may  extend  social  security  coverage  to  policemen  and 
firemen  who  are  under  State  and  local  government  retirement  systems. 

Public  Law  88-382 

H.R.  287,  which  became  Public  Law  88-382  when  signed  by  the  President  on 
July  23,  196^,  includes  Nevada  among  those  States  which  are  permitted  to 
divide  their  retirement  systems  into  two  parts  for  purposes  of  obtaining 
coverage  under  Federal -State  agreements,  and  to  provide  social  security 
coverage  for  only  that  group  of  present  retirement  system  members  who 
desire  coverage,  with  all  future  employees  covered  compulsorily. 


SOCIAL  SECURITY  ADMINISTRATION 


Number  15  August  21,  1964 

SENATE  COMMITTEE  ON  FINANCE  ACTION 
ON  SOCIAL  SECURITY  BILLS 

To  Administrative,  Supervisory, 
and  Technical  Employees 

The  Senate  Committee  on  Finance  has  approved,  with  amendments,  two 
important  social  security  bills.   These  bills  are  H.  R.  11865,  which 
includes  provisions  for  a  5  percent  increase  in  social  security  benefits, 
and  H.  R.  9393,  which  includes  provisions  for  eliminating  the  June  30,  1962, 
deadline  for  filing  fully  retroactive  applications  for  disability  protection. 
The  provisions  of  H.  R.  11865  as  passed  by  the  House  of  Representatives 
were  described  in  Commissioner's  Bulletin  Number  13,  issued  June  29,  1964. 
The  provisions  of  H.  R.  9393  as  passed  by  the  House  of  Representatives 
were  described  in  Commissioner's  Bulletin  Number  10,  issued  on  May  5, 
1964. 


The  Finance  Committee  deleted  from  H.  R.  11865  the  provisions  which 
would  have  covered  tips  as  wages,  extended  coverage  to  self-employed 
physicians  and  to  interns,  and  made  coverage  available  to  policemen  and 
firemen  in  positions  covered  under  retirement  systems  in  the  31  States 
where  such  coverage  is  now  prohibited  by  Federal  law. 


Two  amendments  adding  social  security  amendments  to  the  House  bills 
were  approved  by  the  Senate  Finance  Committee.   One  of  these,  an  amend- 
ment to  H.  R.  11865,  would  remove  the  present  2 -year  limit  on  the 
additional  period  within  which  an  application  for  the  lump-sum  death  payment, 
or  proof  of  dependency  for  husbands',  widowers',  and  parents'  benefits, 
can  be  filed  when  there  is  good  cause  for  failure  to  file  within  the  basic 
2 -year  statutory  period.   The  other,  an  amendment  to  H.  R.  9393,  changes 
the  definition  of  "wages,  "  for  both  social  security  and  unemployment 
insurance  purposes,  to  exclude  from  the  definition  payments  made  by  an 
employer  to  a  newly-hired  employee  for  reimbursement  for  moving  expenses 
incurred  in  reporting  to  the  new  place  of  employment.    The  change  will 
result  in  conforming  the  treatment  of  moving  expenses  for  social  security 
and  unemployment  insurance  purposes  to  that  for  income-tax  withholding 
purposes. 
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In  addition,  the  Committee  approved  an  amendment  to  H.  R.  11865  that 
would  provide  that  the  general  benefit  increase  would  not  be  counted  as 
income  in  determining  eligibility  for  veterans'  pensions;  the  amendment 
would  also  require  the  Administrator  of  Veterans 1  Affairs  to  recommend  a 
permanent  remedy  to  eliminate  the  situation  in  which  a  small  increase  in 
social  security  benefits  would  cause  a  sizeable  reduction  in  a  person's 
veteran's  pension.   An  amendment  under  which  the  railroad  retirement 
coordination  provisions  of  present  law  would  apply  to  the  social  security 
tax  and  benefit  provisions  of  H.  R.  11865  was  also  approved. 

The  Committee  approved  two  amendments  to  H.  R.  11865  that  affect  public 
assistance  payments:  one  would  remove  limitations  on  assistance  payments 
to  people  age  65  and  over  with  tuberculosis  or  mental  diseases,  who  are  in 
institutions,  whether  public  or  private;  the  other  would  increase  by  $5  (to  $75) 
the  average  assistance  payment  to  aged,  blind  or  disabled  people  in  which 
the  Federal  Government  participates  (as  at  present,  special  matching  of 
medical-care  payments  would  be  available  for  the  aged  and  for  persons 
under  combined  plans  for  the  aged,  blind,  and  disabled).   A  public  assistance 
amendment  to  H.  R.  9393  would  permit  States  to  exclude,  for  up  to  36  months, 
resources  of  people  receiving  aid  to  the  blind  who  are  under  an  approved 
plan  of  rehabilitation.   Existing  law  provides  for  excluding  resources  in 
such  cases  for  up  to  12  months. 

Another  recent  action  affecting  the  social  security  program  is  the  signing 
into  law  of  the  Anti -Poverty  Bill  by  the  President  on  August  20.  That 
legislation  includes  provisions  for  social  security  coverage  of  service  as 
an  enrollee  in  the  Job  Corps  and  in  the  Volunteers  in  Service  to  America, 
two  of  the  programs  created  by  the  new  legislation. 

As  you  are  no  doubt  aware  through  the  reports  in  the  press,  the  Committee 
rejected  several  proposed  amendments  to  H.  R.  11865  which  would  have 
provided  for  financing  of  hospital  insurance  for  the  aged  through  social 
security.   The  Senate  leadership  has  indicated  that  it  will  seek  approval 
of  such  a  proposal  on  the  floor  of  the  Senate. 


Robert  M.  Ball 
Commissioner 
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SOCIAL  SECURITY  ADMINISTRATION 


Number  16 


September  4,  1964 


SENATE  PASSES  SOCIAL  SECURITY  AMENDMENTS  OF  1964 

To  Administrative,  Supervisory, 
and  Technical  Employees 

On  September  3  the  Senate  passed  H.  R.  11865  by  a  vote  of  60  to  28.  As 
amended  by  the  Senate,  the  bill  includes  a  provision  for  hospital  insur- 
ance benefits  for  the  aged  under  social  security;  this  amendment  passed 
the  Senate  on  September  2  by  a  vote  of  49  to  44.    The  bill  now  goes  to  a 
conference  committee  to  settle  differences  in  the  bill  as  passed  by  the 
Senate  and  the  bill  as  passed  by  the  House  of  Representatives. 

Attached  is  an  explanation  of  the  additions  and  modifications  made  by  the 
Senate.    Also  attached  is  a  comparison  of  the  provisions  included  in 
H.  R.  11865  as  passed  by  the  Senate  and  the  House  of  Representatives. 

We  do  not  know,  of  course,  what  form  the  final  legislation  will  take,  but 
it  is  likely  to  be  some  compromise  between  the  two  versions. 

On  August  31,  before  consideration  of  H.  R.  11865,  the  Senate  passed 
H.  R.  9393  as  amended  by  the  Senate  Committee  on  Finance.  These 
amendments  were  described  in  Commissioner's  Bulletin  No.  15,  issued 
on  August  21,  1964.     The  bill  was  then  returned  to  the  House  of  Repre- 
sentatives, which  is  expected  to  concur  in  the  Senate  amendments. 


Robert'M.  Ball 
Commissioner 


Attachments  (2) 


EXPLANATION  OF  MAJOR  CHANGES 
MADE  BY  THE  SENATE  IN  H.R.  1186 5, 
SOCIAL  SECURITY  AMENDMENTS  OF  196^ 
(EXCLUDING  AMENDMENTS  RELATED  TO  PUBLIC  ASSISTANCE) 


Hospital  Insurance  for  the  Aged 


Persons  Entitled  to  Hospital  Insurance 

Protection  would  be  provided  beginning  July  1,  1965  (January  1,  1966,  for 
skilled  nursing  home  benefits),  against  the  cost  of  inpatient  hospital, 
outpatient  hospital  diagnostic,  skilled  nursing  home,  and  home  health 
services  for  people  aged  65  and  over  who  are  entitled  to  monthly  benefits 
under  the  old-age  and  survivors  insurance  program  or  under  the  railroad 
retirement  system.    The  number  of  people  past  65  who  would  be  included 
in  this  way  is  estimated  at  16  3  A  million  as  of  July  1,  1965. 

In  addition,  the  bill  would  make  it  possible  for  essentially  all  people 
who  are  now  65  and  over,  or  who  will  reach  65  in  the  next  few  years  but 
who  are  not  eligible  for  social  security  or  railroad  retirement  benefits, 
to  have  the  same  protection.    (This  provision  would  not  apply  to  aliens 
with  relatively  short  residence  in  the  United  States  or  to  active  or 
retired  Federal  employees  who  already  have  the  opportunity  for  protection 
under  their  own  health  insurance  plans.)    The  cost  of  this  provision  would 
be  met  from  general  revenues.    About  1  3  A  million  persons  would  be 
covered  in  this  way  as  of  July  1,  196"5- 

Scope  and  Duration  of  Benefits  Provided 

The  services  for  which  payment  would  be  made  include: 

(1)  inpatient  hospital  services  for  up  to  either  h$  days  with  no 
deductible,  90  days  with  a  deductible  amount  of  $10  a  day  for 
the  first  9  days  (with  a  minimum  of  $20),  or  180  days  with  a 
deductible  amount  equal  to  the  average  cost  of  2  l/2  days  of 
hospital  care,  as  elected  by  the  beneficiary;  hospital  services 
would  include  all  those  customarily  furnished  by  a  hospital  for 
its  inpatients; 

(2)  skilled  nursing  home  services  furnished  in  nursing  facilities 
that  are  affiliated  with  hospitals,  after  the  patient  is 
transferred  from  a  hospital,  for  up  to  60  days; 

(3)  outpatient  hospital  diagnostic  services  subject  to  a  $20 
deductible  amount  for  diagnostic  services  furnished  within  a 
30 -day  period;  and 


(k)    home  health  services,  under  a  plan  established  by  a  physician, 
for  up  to  2^0  visits  during  a  calendar  year. 

An  individual  would  he  eligible  for  the  number  of  days  of  hospital  care 
provided  under  the  option  he  elects  and  60  days  of  skilled  nursing  facil- 
ity services  in  each  benefit  period.    A  new  benefit  period  could  not  begin 
until  90  days  had  elapsed  in  which  the  patient  was  neither  in  a  hospital 
nor  in  a  skilled  nursing  facility.    The  90  days  need  not  be  consecutive, 
but  they  must  fall  within  a  period  of  not  more  than  l80  consecutive  days. 

The  Secretary  would  be  required  to  study,  after  consultation  with 
appropriate  professional  organizations,  ways  of  increasing  the  avail- 
ability of  skilled  nursing  facility  care. 

Automatically  Adjusted  Cost  Sharing 

To  maintain  the  hospital  insurance  program  on  an  actuarially  sound  basis 
even  if  hospital  costs  rise  faster  than  covered  earnings,  the  amendment 
provides  in  the  future,  but  not  before  19&9,  for  tne  possibility  of  cost 
sharing  by  the  patient  (in  addition  to  the  amount  of  the  deductible  under 
the  180  and  90-da.y  plans).    This  cost  sharing  feature  would  provide  for 
payment  by  the  beneficiaries  who  are  hospitalized  to  help  finance  the 

care  if  the  earnings  base  is  not  kept  up-to-date  with  rising  earnings  or 
if  hospitalization  costs  rise  more  rapidly  than  wages.    In  either  of  these 
events  hospital  costs  would  be  expected  to  increase  faster  than  the  earnings 
base  and  the  cost  snaring  provision  would  become  operative. 

Under  the  proposal,  if  covered  earnings  do  not  keep  up  with  the  rise  in 
hospital  costs,  the  difference  would  be  covered  by  beneficiary  cost 
sharing  of  so  many  dollars  per  day  of  hospital  care.    That  is,  if  in 
1969  hospital  costs  have  risen  two  dollars  a  day  but  the  social  security 
earnings  base  is  not  adjusted,  the  beneficiary  would  pay  the  two  dollars. 

Free  Choice  of  Physician  and  Hospital 

No  change  would  be  made  in  the  freedom  of  choice  of  physician  and  hospital. 
No  service  performed  by  any  physician  at  either  home  or  office,  and  no  fee 
he  charges  for  such  services,  would  be  involved  or  affected.    No  super- 
vision or  control  over  the  practice  of  medicine  by  any  physician  or  over 
the  manner  in  which  services  are  provided  by  any  hospital  is  permitted. 

Basis  of  Reimbursement 

Payment  of  bills  for  hospital  and  related  services  would  be  made  in 
generally  the  same  manner  as  is  now  customary  in  Blue  Cross  plans. 
Payments  to  providers  would  be  made  on  the  basis  of  the  reasonable  cost 
incurred  in  providing  care  for  beneficiaries.    A  provider  could  not 


charge  the  beneficiary  for  services  covered  under  the  program,  except 
that  the  provider  could  charge  the  patient  the  deductible  amounts  and 
extra  charges  for  a  private  room,  unless  medically  necessary,  or  private 
duty  nursing. 

Administration 

Responsibility  for  administration  of  the  program  (except  for  railroad 
retirement  annuitants  and  pensioners)  would  rest  with  the  Secretary  of 
Health,  Education,  and  Welfare.    Considerable  reliance  would  be  placed 
upon  the  States,  which  would  participate  in  the  administration  of  the 
program,  to  assure  that  local  conditions  would  be  taken  into  account. 
In  addition,  private  organizations  such  as  Blue  Cross  are  expected  to 
perform  a  major  administrative  role.    The  Secretary  would  consult  with 
appropriate  State  agencies  and  recognized  national  accrediting  bodies 
in  formulating  conditions  of  participation  for  providers.  Provision 
would  be  made  for  the  establishment  of  an  Advisory  Council  to  advise 
the  Secretary  on  policy  matters  in  connection  with  administration. 
Accreditation  by  the  Joint  Commission  on  Accreditation  of  Hospitals 
would  be  accepted  as  meeting  all  requirements  for  hospital  participa- 
tion save  the  requirement  that  it  have  a  utilization  review  plan. 

Participation  of  Private  Organizations 

Any  group  of  providers  could  designate  a  private  organization  of  their 
own  choice  to  receive  bills  for  services  and  to  pay  these  bills  for 
whichever  of  their  members  prefer  such  an  arrangement.    The  Secretary 
would  be  able  to  delegate  certain  administrative  functions  of  the  pro- 
gram, such  as  reviewing  hospital  fiscal  records  to  determine  the  cost 
of  services,  to  such  designated  organizations. 

Complementary  Private  Insurance --Javits  Amendment 

The  Senate  bill  would  also  provide  for  a  private  insurance  pooling 
arrangement  to  make  available  complementary  private  health  insurance 
for  the  aged.    This  provision  would  authorize  the  creation  of  a  non- 
profit association  of  private  insurance  carriers  to  devise  and  offer 
for  sale  private  policies  covering  health  costs  not  covered  under  the 
social  security  plan.    To  make  this  nationwide  complementary  insurance 
possible,  under  conditions  that  would  permit  pooling  of  losses  made 
necessary  by  accepting  all  applicants  without  selection,  and  to  remove 
legal  and  other  obstacles  to  low-cost  insurance,  the  provision  would 
exempt  participating  carriers  from  antitrust  laws  and  provide  for  a 
symbol  to  be  issued  by  the  Department  of  Health,  Education,  and  Welfare 
signifying  official  endorsement  of  the  complementary  policies.  These 
policies  would  be  available  to  everyone  over  65  on  a  voluntary  basis 
and  the  premiums  for  the  policies  would  be  borne  entirely  by  the 
subscribers. 


Financing 


The  proposed  program  would  be  financed  by  allocating  O.76  percent  of 
payroll  (0.60  percent  in  the  first  year,  when  only  half  a  year's  benefits 
would  be  paid)  to  a  special  hospital  insurance  trust  fund.    Cost  estimates 
for  the  proposed  hospital  insurance  are  based  on  the  same  assumptions  on 
hospital  costs  as  were  discussed  with  Chairman  Mills  during  Ways  and  Means 
Committee  consideration  of  the  subject. 


Benefit  Amounts  and  Earnings  Base 

An  increase  of  $7  in  all  primary  insurance  amounts  and  a  $5600  earnings 
base  would  be  provided,  rather  than  a  5  percent  benefit  increase  and  a 
$5^00  earnings  base,  as  provided  in  the  House  bill. 

The  maximum  primary  insurance  amount  on  $^00  of  average  monthly  earnings 
would  be  $13^  instead  of  $133* ^0,  and  the  ultimate  maximum  would  be 
$148  rather  than  $1^3.30.    The  minimum  primary  insurance  amount  would 
be  $^7  instead  of  $42,  and  the  family  maximum  would  range  from  $70.50 
to  $312  instead  of  from  $63  to  $300.' 

The  cost  over  present  law  of  the  benefit  increase,  taken  above,  would 
be  O.65  percent  of  payroll.  The  increase  in  the  earnings  base,  taken 
above,  would  result  in  a  saving  of  0.31  percent  of  payroll. 


Retirement  Test 


The  retirement  test  would  be  liberalized  by  increasing  from  $1200  to 
$1500  the  amount  a  person  may  earn  in  a  year  without  having  any  benefits 
withheld,  by  providing  that  $1  in  benefits  would  be  withheld  for  each 
$2  of  earnings  from  $1500  to  $3000  (instead  of  from  $1200  to  $1700)  and 
that  $1  in  benefits  would  be  withheld  for  each  $1  of  earnings  above 
$3000  (instead  of  above  $1700),  and  raising  from  $100  to  $125  the  amount 
that  a  person,  regardless  of  his  annual  earnings,  can  earn  in  a  month 
without  having  any  benefits  withheld  for  the  month.    This  liberalization 
increases  the  cost  of  the  bill  by  0.l6  percent  of  payroll. 


Coverage  of  Self- Employed  Physicians 
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The  Senate  deleted  from  H.R.  H865  the  provisions  passed  by  the  House 
which  would  extend  social  security  coverage  to  the  self- employment 
income  of  physicians,  and  which  would  also  cover  medical  and  dental 
interns . 

Approximately  170,000  self-employed  physicians  would  be  affected  by 
the  provisions  of  the  House  bill.    The  coverage  of  physicians  and 
interns  would  result  in  a  savings  to  the  program  of  .01  percent  of 
covered  payroll. 


Coverage  of  Policemen  and  Firemen 


The  Senate- approved  bill  would  delete  the  provision  of  the  House  bill 
which  removes  the  bar  in  Federal  law  to  the  social  security  coverage 
of  policemen  and  firemen  under  retirement  systems  in  31  States.*  The 
Senate  also  deleted  the  provisions  of  the  House  bill  stipulating  that 
policemen  and  firemen  under  a  retirement  system  with  other  employees 
cannot  be  covered  except  in  a  group  made  up  only  of  policemen  and 
firemen. 

No  cost  effect  is  involved  in  this  provision. 


Tips 


The  Senate  deleted  the  provision  that  would  cover  as  wages  cash  tips 
received  by  employees.  Deleting  the  provision  increases  the  cost  of 
the  bill  by  0.02  percent  of  payroll. 


*The  19  States  which  may  cover  policemen  and  firemen  are:  Alabama, 
California,  Florida,  Georgia,  Hawaii,  Kansas,  Maine,  Maryland,  New  York, 
North  Carolina,  North  Dakota,  Oregon,  South  Carolina,  South  Dakota, 
Tennessee,  Texas,  Vermont,  Virginia,  and  Washington. 
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Exemption  Prom  Social  Security  Self -Employment 
Tax  on  Religious  Grounds 


The  Senate  added  provisions  which  would  permit  exemption  from  the  social 
security  self-employment  tax  of  individuals  who  have  conscientious 
objections  to  insurance  (including  social  security)  and  are  members  of 
a  religious  sect,  as  defined  in  the  new  provision.    The  sect  must  he 
one  which  has  existed  for  at  least  6  years  and  (a)  during  that  time 
has  opposed  insurance  (including  social  security)  on  religious  grounds 
and  (b)  makes  provision  for  both  its  elderly  and  dependent  members. 
As  a  condition  of  tax  exemption  an  individual  would  be  required  to 
waive  rights  to  all  social  security  benefits.    The  exemption  and  the 
waiver  would  be  terminated  when  an  individual  ceases  to  meet  the  condi- 
tions under  which  the  exemption  was  granted.    Only  earnings  reported 
after  the  effective  date  of  the  termination  could  be  counted  toward 
benefits. 

Since  the  exemption  in  its  present  form  is  restricted  to  a  small  number 
of  people,  the  cost  would  be  negligible* 


Disability  Benefits  for  the  Blind 

The  Senate  bill  would  change  the  eligibility  requirements  for  disability 
insurance  benefits  in  four  ways  with  respect  to  the  blind: 

1.  It  would  change  the  definition  of  disability  to  permit  persons  with 
so-called  "industrial  blindness"  to  qualify  for  disability  benefits 
as  well  as  for  the  disability  freeze.    Benefits  would  be  paid  to 
such  industrially  blind  persons,  regardless  of  their  capacity  to 
work  and  their  actual  performance  of  work  and  receipt  of  earnings. 
Under  present  law,  an  individual  must  be  unable  to  engage  in  any 
substantial  gainful  activity  by  reason  of  any  medically  determinable 
impairment  which  can  be  expected  to  result  in  death  or  to  be  of  long- 
continued  or  indefinite  duration  to  qualify  for  benefits,  although  a 
totally  blind  person  could  qualify  for  the  disability  freeze  even  if 
he  could  do  substantial  work. 

2.  It  would  modify  the  work  requirements  so  that  the  blind  could  qualify 
for  disability  benefits  with  six  quarters  of  coverage,  earned  at  any 
time  before  the  quarter  in  which  he  qualifies  for  benefits.  Under 
present  law,  a  disabled  worker  must  be  fully  insured  and  must  also 
have  at  least  20  quarters  of  coverage  out  of  the  1*0  calendar  quarters 
ending  with  the  quarter  in  which  he  becomes  disabled. 


3.    For  the  blind,  it  would  extend  the  payment  of  disability  benefits 
beyond  age  65,  whether  or  not  such  individuals  met  the  normal  fully 
insured  status  requirements  for  old-age  insurance  benefits.  Further- 
more ,  the  retirement  test  would  not  apply  to  these  individuals.  Under 
present  law,  when  a  disabled  person  attains  age  65  his  disability 
benefits  are  terminated  but  since  he  must  be  fully  insured  to  receive 
disability  benefits,  he  automatically  becomes  entitled  to  old-age 
insurance  benefits. 

k.    It  would  permit  the  payment  of  disability  benefits  to  a  blind  person 
for  those  months  during  which  he  refuses  without  good  cause  to  accept 
rehabilitation  services  available  to  him  under  a  State  plan  approved 
under  the  Vocational  Rehabilitation  Act.    Under  present  law,  disa- 
bility benefits  may  be  suspended  for  those  months  in  which  an 
individual  refuses  without  good  cause  to  accept  such  services. 

The  cost  of  this  provision  would  be  0.08  percent  of  taxable  payroll. 


Benefits  to  a  Child  on  the  Earnings  Record 
of  a  Worker  Who  is  not  His  Parent 


Benefits  would  be  paid  to  a  child  based  on  the  earnings  record  of  a 
worker  who  had  supported  him  regardless  of  the  relationship  of  the  child 
to  the  worker.    The  child  would  have  to  have  been  a  member  of  the  worker's 
household  for  at  least  one  year  (in  the  case  of  a  living  worker  this 
one -year  period  must  have  begun  prior  to  the  worker's  application  for 
old-age  or  disability  insurance  benefits)  and  have  been  getting  at  least 
one -half  of  his  support  from  the  worker  at  the  time  the  child  applied  for 
benefits,  at  the  time  the  worker  died  or  at  the  time  the  worker  became 
disabled. 


Extension  of  Time -Limit  for  Filing 
Applications  or  Proofs 


The  present  2-year  limit  on  the  additional  period  within  which  an  appli- 
cation for  the  lump-sum  death  payment,  or  proof  of  dependency  for  husbands' 
widowers',  and  parents'  benefits,  can  be  filed  when  there  is  good  cause 
for  failure  to  file  within  the  basic  2-year  statutory  period  would  be 
removed. 


n 
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Interrelationship  Between  Veterans '  Pensions 
and  Increased  Social  Security  Benefits 


Five  percent  of  a  person's  social  security  "benefits  would  be  excluded  from 
his  annual  income  for  purposes  of  determining  his  eligibility  for  a  veteran's 
pension.    This  provision  is  intended  to  protect  beneficiaries  who  are  getting 
both  social  security  benefits  and  veterans'  pension  payments  from  loss  or 
reduction  of  their  veterans'  pension  as  a  result  of  the  social  security 
"benefit  increase;  the  amount  to  be  excluded  would  need  to  "be  changed  in 
order  to  achieve  the  desired  result  if  the  conference  committee  retains 
the  Senate  provision  for  a  $7  increase  in  "benefits. 


Interrelationship  Between  Public  Assistance  Payments 
and  Increased  Social  Security  Benefits 

An  amount  of  $7  or  7  percentum  of  the  person's  social  security  benefit 

would  be  disregarded  for  purposes  of  determining  eligibility  for  old 

age  assistance  payments  for  months  following  enactment  of  these  amendments. 


Railroad  Retirement — Social  Security  Coordination 


The  House  version  of  H.R.  II865  would  postpone  the  increases  in  railroad 
taxes  which  would  otherwise  automatically  result  from  the  proposed  social 
security  tax  rate  increases,  and  would  in  general  prevent  the  coordination 
of  the  railroad  retirement  and  social  security  programs  from  operating 
with  respect  to  the  social  security  laws  as  amended  by  H.R.  11865* 

The  Senate -approved  bill  would  delete  the  House  provisions  and  would 
provide  for  basing  the  coordination  of  the  two  programs  on  the  social 
security  laws  as  amended  by  H.R.  II865.    The  Senate -approved  bill  also 
would  amend  the  Railroad  Retirement  Act  to  provide  child's  benefits  for 
children  over  age  18  attending  school,  as  would  be  provided  under  social 
security. 

The  railway  labor  unions  and  the  majority  of  the  Railroad  Retirement 
Board  have  supported  the  amendment. 
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Contribution  Rates 

The  "bill  passed  by  the  Senate  would  provide  a  new  schedule  of  contribution  rates 
as  shown  in  the  following  table: 


■ 

!        Employer  and  employee,  each 

Self-employed 

Year 

i 

Present 
Law 

H.R. 

u.865 

Present 
Law 

H.R. 

11865 

As  Passed 
By  House 

As  Passed 
By  Senate 

As  Passed 
By  House 

As  Passed 
By  Senate 

1965 

3.625 

3-8 

4.25 

5.4 

5.7 

6.4 

1966-67 

4.125 

4.0 

4.5 

6.2 

6.0 

6.8 

1968-70 

4.625 

^.5 

5.0 

6.9 

6.8 

7-5 

1971 

4.625 

4.8 

i 

5.2 

6.9 

7.2 

7.8 

SOCIAL  SECURITY  AMENDMENTS  OF  1964 


COMPARISON  OF  PROVISIONS  IN  H.R.  II865 
AS  PASSED  BY  THE  SENATE    AND  THE  HOUSE  OF  REPRESENTATIVES 
(EXCLUDING  AMENDMENTS  RELATED  TO  PUBLIC  ASSISTANCE) 

H.R.  II865  as  Passed              H.R.  II865  as  Passed 
Amendment   by  the  House     by  the  Senate 


I.    HOSPITAL  INSURANCE  FOR  THE  AGED 


A.    Hospital  Insurance  No  provision.  Provides  protection 

beginning  July  1,  19&5, 
(January  1,  1966,  for 
skilled  nursing  home 
benefits)  against  the  cost 
of  inpatient  hospital, 
outpatient  hospital 
diagnostic,  skilled 
nursing  facility,  and  home 
health  survices  for  people 
aged  65  and  over  who  are 
entitled  to  monthly 
benefits  under  the  old-age 
and  survivors  insurance  or 
under  the  railroad  retire- 
ment system.    In  addition, 
the  bill  would  provide  the 
same  benefits  for  virtually 
all  persons  who  are  now  or 
who  will  reach  65  in  the 
next  few  years  but  who  are 
not  eligible  for  social 
security  or  railroad 
retirement  benefits  (the 
cost  of  this  provision 
would  be  met  from  the 
general  revenues).  A 
beneficiary  could  choose 
various  durations  of 
inpatient  hospital  coverage 
depending  on  whether  or  not 
he  wished  to  pay  a  deduct- 
ible amount. 
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Amendment 


A.  Self-employed 

1.  Physician 

2.  Farm  operators 


3»  Amish 


B. 


Employees 
1.  Tips 


State  and  local 
government  employees 


H.R.  11865  as  Passed 
by  the  House  

II.  COVERAGE 


Extends  coverage  to  self- 
employment  income  of 
physicians. 

Permits  certain  self-employed 
farmers  to  report  their  earn- 
ings for  social  security 
purposes  on  basis  of  66  2/3 
percent  of  up  to  $2^00 
(rather  than  $1800)  of  gross 
earnings . 

No  provision. 


Covers  tips  as  wages. 

Permits  all  (rather  than  only 
19)  States  to  cover  policemen 
and  firemen  under  retirement 
systems. 

Permits  coverage  of  certain 
hospital  employees  in 
California. 

Adds  Kentucky  and  Alaska  to 
the  list  of  States  (now  18) 
vhich  can  obtain  coverage 
under  the  divided  retirement 
system  provision,  under  which 
coverage  is  extended  to  only 
those  current  members  who 
desire  it,  with  all  future 
members  covered  compulsorily. 


H.  R.  II865  as  Passed 
by  the  Senate 


No  provision. 


Same  as  House  bill. 


Permits  exemption  from 
social  security  self- 
employment  taxes  for 
members  of  sects  having 
religious  objections  to 
social  security. 


No  provision. 
No  provision. 


Same  as  House  bill. 


Same  as  House  bill. 
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Amendment 


3.  Interns 


A.    Widows'  "benefits 


B.  Children 
over  l8 


C. 


Child  supported 
by  a  worker  not 
his  parent 


C. 


Benefits  for 
uninsured  people 
aged  72  and  over 


H.R.  II865  as  Passed 
by  the  House 


H.R.  II865  as  Passed 
by  the  Senate 


Same  as  House  bill. 


II.     COVERAGE  (continued) 

Extends  time  for  electing  coverage 
under  the  divided  retirement  system 
provision  until  the  end  of  1965 
(or,  if  later,  until  2  years  after 
the  date  on  which  coverage  was 
approved  for  the  group  originally 
electing  coverage). 


Covers  medical  and  dental  interns.      No  provision. 
III.    DEPENDENTS*  BENEFITS 


Provides  benefits  for  widows  at 
age  60  instead  of  at  age  62, 
reduced  to  take  account  of  the 
longer  period  over  which  they 
will  be  paid.    (Does  not  affect 
widowers  or  parents.) 

Pays  child's  benefits  to  a 
dependent  child  age  18  through 
age  22  if  a  full-time  student. 
(Does  not  provide  mother's 
benefits  after  age  18  if  child 
is  getting  benefits  because  he 
is  attending  school. ) 

No  provision. 


Same  as  House  bill. 


Same  as  House  bill. 


Provides  benefits  based  on  new 

minimum  work  requirements  (as 

little  as  3  calendar  quarters  of 

work) — $35.00  for  retired  workers 

and  widows;  $17.50  for  wives  of 

retired  workers.    The  provision 

applies  to  workers  who  reach 

age  72  before  I96U  (19^7  for 

women)  and,  in  general,  to  wives 

and  widows  who  reach  age  72 
before  1968. 


Provides  for  payment  of 
benefits  to  a  child  based 
on  the  earnings  record  of 
a  worker  who  furnished  at 
least  one -half  of  his 
support,  regardless  of 
relationship,  if  the  child 
was  living  with  the  worker 
for  1  year.    In  the  case  of 
a  living  worker,  this  one- 
year  period  must  have  begun 
prior  to  the  worker ' s 
entitlement  to  old  age  or 
disability  benefits. 

Same  as  House  bill. 


Amendment 


H.R.  II865  as  Passed 
"by  the  House  


H.R.  II865  as  Passed 
by  the  Senate 


IV.  BENEFITS 


A.    Maximum  annual  $5^00 
amount  of  earnings 
taxable  and  credit- 
able for  benefits 


B.    Benefit  amounts 


C.    Maximum  benefit 
amount  payable 


D.  Minimum  benefit 
amount  payable 

E.  Maximum  benefits 
payable  to  a 
family 

F.  Recomputing 
benefits 


Retirement  test 


Benefits  increased  by  5  percent. 
$133.40,  rather  than  $127 
(present  maximum),  payable  on 
average  monthly  earnings  of 
$400;  higher  benefits  provided 
on  higher  average  earnings 
possible  under  the  $5400'base. 

$1^3  •  40  on  average  monthly 
earnings  of  $450 ,  which  will 
be  possible  under  the  $5400 
earnings  base. 

$42  a  month. 


Range  from  $63  to  $300, 


Provides  that  benefits  will  be 
recomputed  each  year  automatically 
for  people  who  continue  work  after 
they  come  on  benefit  rolls. 

V.    RETIREMENT  TEST 
No  provision. 


$5600 


Benefits  increased  by  $7« 
$13^,  rather  than  $127 
(present  maximum),  payable  on 
average  monthly  earnings  of 
$400;  higher  benefits  provided 
on  higher  average  earnings 
possible  under  the  $5600  base. 

$148  on  average  monthly  earn- 
ings of  $466,  which  will  be, 
possible  under  the  $5600 
earnings  base. 

$47  a  month. 


Range  from  $70.50  to  $312. 


Same  as  House  bill  except  for 
earlier  effective  date  for 
people  eligible  before 
January  2,  1965,  for  a  recompu- 
tation  under  present  law. 


Increases  from  $1200  to  $1500 
the  amount  a  person  may  earn 
in  a  year  without  having  any 
benefits  withheld;  provides 
for  withholding  $1  in  benefits 
for  each  $2  in  earnings  from 
$1500  to  $3000  (instead  of 
from  $1200  to  $1700)  and  for 
withholding  $1  in  benefits  for 
each  $1  in  earnings  above 
$3000  (instead  of  above  $1700); 
and  raises  from  $100  to  $125  the 
amount  a  person,  regardless 
of  his  annual  earnings,  may 
earn  in  a  month  without  having 
any  benefits  withheld  for  the 
month. 
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Amendment 


H.R.  H865  as  Passed 
by  the  House 

VI.  DISABILITY 


H.R.  II865  as  Passed 
 by  the  Senate 


Blind  persons 


No  Provision 


A. 


Allocation 
between 
trust  funds 


B. 


Maximum  taxable 
amount 


VII.  FINANCING 

The  allocation  to  the  disability, 
insurance  trust  fund  is  increased 
from  0.50  percent  of  taxable  pay- 
roll to  O.65  percent  of  taxable 
payroll  and  from  .375  percent  of 
self -employment  income  to  O.U875 
percent . 


$5^00 


A  blind  worker  with  six 
quarters  of  coverage  (earned 
at  any  time)  would  qualify 
for  disability  benefits.  He 
would  not  need  to  meet  the 
following  requirements  of 
present  law:     (l)  have  20 
quarters  of  coverage  out  of 
the  lj-0-quarter  period  before 
he  became  blind;  (2)  be  fully 
insured;  and  (3)  be  unable  to 
engage  in  any  substantial 
gainful  activity.    A  blind 
person  with  6  quarters  of 
coverage  would  get  benefits 
whether  or  not  he  worked  and 
and  would  get  benefits  after 
65  even  though  he  was  not 
fully  insured. 


The  allocation  to  the  disability 
insurance  trust  fund  is  increased 
to  O.67  percent  of  taxable  wages 
and  0.5025  percent  of  self- 
employment  income.    The  alloca- 
tion to  the  new  hospital 
insurance  trust  fund  will  be 
0.60  percent  of  taxable  wages 
and  0.^5  percent  of  self- 
employraent  income  for  the  year 
I965.    Beginning  with  I966  the 
allocation  is  increased  to  O.76 
percent  of  taxable  wages  and 
0.57  percent  of  self -employment 
income . 


$5600 


Tax  rate  for 
employees  and 
employers,  each 


Tax  rate  for 
self-employed 


Calendar  years: 

1965  3.8* 

1966-67  U-.O 

1968-70  k.5 
1971  and 

thereafter  ^.8 

Taxable  year  beginning  in — 


1965 
1966-67 
1968-70 
1971  and 
thereafter 


5.7# 
6.0 

6.8 
7.2 


Calendar  years: 

1965  **.25# 

1966-67  If.  5 

1968-70  5-0 
1971  and 

thereafter  5.2 


Taxable  year  beginning  in — 


1965 
1966-67 
1968-80 
1971  and 
thereafter 


6.14 
6.8 

7.5 
7.8 


Amendment 


Railroad 
retirement 


H.R.  U865  as  Passed 
"by  the  House 


VIII.    RAILROAD  RETIREMENT  PROVISIONS 


H.R.  II865  as  Passed 
by  the  Senate 


In  general,  prevents  the  coordi- 
nation of  the  tvo  programs  from 
operating  with  respect  to  the 
social  security  laws  as  amended 
"by  H.R.  II865.    Thus,  the 
increases  (or  temporary  de- 
creases) in  the  social  security 
contribution  rates  provided  for 
under  H.R.  II865  would  not  have 
the  effect  of  increasing  (or 
temporarily  decreasing)  railroad 
retirement  tax  rates.    Under  the 
House  bill  the  Railroad  Retire- 
ment Act  "social  security  mini- 
mum" would  be  based  on  present 
(not  H.R.  II865)  benefit  levels, 
and  transfers  of  social  security 
credits  to  railroad  retirement 
would  be  based  on  present  Social 
Security  Act  coverage  and  wage 
base. 


Deletes  House  provisions, 
and  provides  for  basing 
the  coordination  of  programs 
on  the  social  security  laws 
as  amended  by  H.R.  H865. 
Thus,  the  railroad  retire- 
ment-social security  coor- 
dination would  operate  in 
all  ways  with  respect  to 
the  Social  Security  Act  as 
amended  by  H.R.  II865,  and 
the  increases  in  the  social 
security  contribution  rates 
provided  for  under  H.R.  U865 
would  increase  railroad 
retirement  tax  rates.  Also, 
the  Railroad  Retirement  Act 
would  be  amended  to  provide 
child* s  benefits  for  child- 
ren over  age  18  attending 
school. 


Time  limit  for 
filing  for  lump- 
sxim  death  payment 
or  proof  of 
dependency  for 
husband  *  s , 
widower's  and 
parent's  benefits 

Income  test  for 
veterans'  pensions 


IX.    OTHER  PROVISIONS 
No  provision. 


No  provision. 


Public  Assistance    No  provision 


Removes  the  2  year  limit  on 
the  period  in  which  an 
application  for  the  lump-sura 
death  payment  or  proof  of 
dependency  must  be  filed  when 
there  is  good  cause  for  not 
filing. 


For  present  beneficiaries, 
excludes  5  percent  of  an 
individual's  social  security 
benefits  from  income  in 
determining  his  eligibility 
for  veterans'  pensions. 

Provides  for  exemption  of  $7 
or  7  percentum  (whichever  is 
greater)  of  the  person's  social 
security  benefit  amount  in  the 
determination  of  eligibility 
for  old  age  assistance. 
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SOCIAL  SECURITY  LEGISLATION 


To  Administrative,  Supervisory, 
and  Technical  Employees 


As  you  know,  the  Conference  Committee  on  H.  R.  11865,  the  major  social 
security  bill,  could  not  reach  agreement  on  the  provisions  of  a  bill  which 
could  be  reported  back  to  the  House  and  the  Senate.    The  conferees  from 
the  Senate  voted  4  to  3  to  insist  on  including  hospital  insurance  provisions; 
the  conferees  from  the  House,  by  a  3  to  2  vote,  refused  to  accept  such 
provisions. 


Indications  are  that  social  security  legislation  related  to  both  hospital 
insurance  and  an  increase  in  cash  benefits  will  be  early  items  on  the 
congressional  agenda  after  the  new  Congress  convenes  next  year. 

Although  the  major  social  security  bill  was  not  enacted,  urgently  needed 
legislation  which  will  help  many  disabled  workers  and  their  families  was 
approved  for  transmittal  to  the  President  before  Congress  adjourned.  As 
explained  in  Commissioner's  Bulletin  No.  10,  dated  May  5,  1964,  this  bill, 
H.  R.  9393,  provides  for  eliminating  the  present  restriction  on  retroactivity 
of  disability  applications,  under  which  the  beginning  of  a  period  of  disability 
cannot  be  established  earlier  than  18  months  before  an  application  is  filed. 
Since  June  30,  1962,  when  the  18 -month  restriction  went  into  effect,  about 
130,000  disability  applicants  - -disabled  workers  and  their  dependents -- 
have  suffered  benefit  reductions  or  have  lost  eligibility  for  benefits 
because  they  did  not  apply  for  disability  protection  soon  enough.    The  new 
legislation  will  benefit  most  of  these  people  and  will  of  course  help  many 
who  apply  for  disability  benefits  in  the  future.    The  Department  recom- 
mended that  the  Congress  eliminate  the  18 -month  restriction  in  view  of 
experience  which  indicated  that  the  problems  in  making  retroactive 
determinations  of  disability  were  not  as  difficult  as  once  anticipated 
and  in  view  of  the  large  number  of  people  who  were  losing  protection  as 
a  result  of  the  restriction. 
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As  you  will  recall,  H.  R.  9393  contains  three  other  social  security  amend- 
ments.   One  provides  a  further  opportunity- -generally,  through 
April  15,  1965- -for  election  of  social  security  coverage  by  persons  who 
have  been  in  the  ministry  for  2  or  more  years  since  1954.    Ministers  who 
take  advantage  of  this  new  opportunity  to  come  under  social  security  would  be 
covered  beginning  with  the  first  taxable  year  ending  after  1961.   A  second 
amendment  validates  the  erroneous  coverage  of  certain  engineering  aides 
employed  by  localities  in  Oklahoma.    The  third  change  modifies  the 
definition  of  "wages,  "  for  both  social  security  and  unemployment 
insurance  purposes,  to  exclude  payments  made  by  an  employer  to  a 
newly -hired  employee  for  reimbursement  of  moving  expenses  incurred 
in  reporting  to  the  new  place  of  employment. 

Claims  manual  supplements  implementing  the  provisions  of  H.  R.  9393 
will  be  issued  soon.    No  summary  of  new  amendments  will  be  issued. 
Of  course,  none  of  the  training  material  issued  in  connection  with  H.  R.  11865 
can  be  used. 


Robert  M.  Ball 
Commissioner 
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LISTING  OF  REFERENCE  MATERIALS 


88th  Congress,  1963-64 

U.S.  Department  of  Health,  Education,  and  Welfare.    "Articles  prepared  at  the  request  of  The 
Committee  on  Discussion  and  Debate,  The  National  University  Extension  Association"  for 
publication  in  AMERICAN  MEDICINE:  THE  FORENSIC  QUARTERLY,  Vol.  37,  No.  ^--August  1963. 

The  Federal  Government' s  Role  in  Providing  Medical  Care  to  Citizens  of  the  United  States,  Selected 
Excerpts  Prepared  for  the  National  High  School  Debate  Subject  1963—64  by  the  Education  and  Public 
Welfare  Division  of  the  Legislative  Reference  Service,  Library  of  Congress,  Senate  Doc.  31--, 
August  28,  1963. 

U.S.  Congress.   Senate.   Medical  Assistance  for  the  Aged,  the  Kerr-Mills  Program  1960-63,  A  Report 
by  the  Subcommittee  on  Health  of  the  Elderly  to  the  Special  Committee  on  Aging  together  with 
Minority,  Individual,  and  Supplemental  Views  (Committee  Print)--October  1963. 

U.S.  Department  of  Health,  Education,  and  Welfare.   Public  Health  Service.    Vital  and  Health 
Statistics  Data  from  the  National  Health  Survey,  Medical  Care,  Health  Status,  and  Family  Income, 
United  States  (National  Center  for  Health  Statistics,  Series  10,  Number  9,  May  1964). 

U.S.  Congress.   Senate.   Blue  Cross  and  Private  Health  Insurance  Coverage  of  Older  Americans, 
A  Report  by  the  Subcommittee  on  Health  of  the  Elderly  to  the  Special  Committee  on  Aging  together 
with  Minority  and  Individual  Views  (Committee  Print)--/z//y  7964- 

U.S.  Department  of  Health,  Education,  and  Welfare.   Public  Health  Service.    Vital  and  Health 

Statistics  Data  From  the  National  Health  Survey,  Health  Insurance  Coverage,  United  States, 

July  1962— June  1963  (National  Center  for  Health  Statistics,  Series  10,  Number  11,  August  1964).  . 

U.S.  Congress.   House.   Committee  on  Ways  and  Means.   Medical  Care  for  the  Aged.  Hearings, 
88th  Congress,  1st  and  2d  sessions. 

U.S.  Congress.   Senate.   Committee  on  Finance.   Social  Security;  Medical  Care  for  the  Aged 
Amendments.    Hearings,  88th  Congress,  2d  session. 
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